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governed . . . by such of the laws, rules and regulations of the
Postal Service of the United States as are not inapplicable to
the conditions existing in the Canal Zone.” *® The customs
bureau is likewise independent of the United States Customs
Service. In addition to its duties respecting merchandise, it
directs the activities against opium and liquor smugghlng. A
Shipping Commissioner handles questions regarding seamen
in the Canal Zone,

PrrsoNNEL DIivision

The Personnel Division, dealing with the problems of hiring,
advancing, releasing, and disciplining Canal and Railroad em-
ployees, is naturally one of the most indispensahle agencies
in the Canal Zone Government. It does the initial work in the
adjustment of grievances, and is the liaison between the workers
and the Government.

Canal employees are distinguished as ‘‘silver” and “gold,”
a terminology begun during construction days when skilled
employees, most of whom were American citizens, were paid
in gold, whereas laborers were paid in silver. Although the old
reason for distinction is gone, the term remains as a convenient
differentiation between classes of labor. “Silver” employees
are for the most part natives of the tropics—Panamanian,
Jamaican, Puerto Rican, West Indian, and others. Their wages
are generally established at levels equal to or slightly above
those prevailing for native labor in the Caribbean area. The
wages are varied slightly with changes in the prices of staple
products necessary to the maintenance and perhaps slight im-
provement of the accustomed standard of living for such people.
Nevertheless the basic hourly rate is twenty cents per hour,
and the maximum pay with few exceptions is eighty dollars
monthly,™

It is obvious that “silver” employees are not paid enough

73 Title 2, Sec. 271.
T4 Annual Report, 1938, p. 74, Exec. Order of Feb, 2, 1914, Ez. O, p. 138.
Order of March 1, 1920, Ex. 0., p. 266,
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to enable them to accumulate reserve funds. Furthermore, the
birth rate among them is so high that there has been a dis-
turbing problem of unemployment in normal times.”® Many of
those who came from other countries in the Caribbean area
did so at the request of the United States Government. Con-
sequently the Government has felt a certain responsibility for
the welfare of both superannuated “silver” employees and
members of the families of native employees who have been
unable to get employment. For many years The Panama Canal
was disbarred from providing any sort of relief because neither
former employees nor families were citizens of the United
States.”™ Canal authorities have now obtained Congressional
authorization for two courses of action. One plan * provides
cash relief for employees disabled by age or disease for further
useful work who do not come within the provisions of the
Canal Zone Retirement and Disability Act because they are
not citizens of the United States, providing they have served
the Canal or Railroad for ten years or longer.”™ The program
is administered by the Disability Relief Board which is headed
by the Comptroller and includes the Executive Secretary, the
Chief Health Officer, and the Chief Personnel Oificer.”® The
second attempted solution makes provision for repatriation of
unemployed aliens who have served either organization for
three vears.®® An earlier idea of leasing small sections of Canal
Zone land to such individuals along with furnishing supplies

T8 Annual Report, 1938, . 77-

7% There was some confusion concerning the status of individuals born
of alien parents in the Canal Zone until the matter was defined in 5o Stat.
558, wherein it is provided that any person born in the Canal Zone whose
father or mother was an American citizen is a citizen of the United States;
and any person born in the Republic of Panama one of whose parents was
a citizen of the United States employed by the Government of the United
States or by the Panama Railroad Company iz also a United States citizen.

77 5o Stat. 478.

7® The Panama Canal funds for cash-relief are drawn from the annual
appropriations; Company funds constitute a continuation of a program dating
from 1928. Amnual Report, 1938, p. 76; ibid., 1940, D. 74.

™ Exec, Order, March 12, 1938, 35 C.FR, 3.7

30 48 Stat. 669, The Act set aside $x50,c00 for such purpose to be available
until expended.
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for a small dwelling was relinquished as working at cross pur-
poses with the program for sanitation and public health.

“Gold” employees have been generously paid, as far as Gov-
ernment service pay goes. Custom was made law in the Panama
Canal Act of 1912 when it was provided that salaries should
be set by the President or someone delegated by him at a rate
not exceeding twenty-five per cent above similar work for the
Government in the United States.”! When there are no strictly
comparable Government jobs in the United States, the Canal
has as a general rule based wages on union rates. The upper
limits of remuneration are clearly set by law, and the Canal
administration has shown little disposition to set wages much
lower than that standard. That the same standard should be
applied to union rates is patent. Such major changes as there
have been in wage rates have come as a result of alterations in
the States. Minor adjustments in wages and in other matters
are cared for through the Wage and Grievance Board.

There is an active organized labor group in the Canal Zone
known as the Panama Metal Trades Council. The Council
is an association of national and international unions, pre-
dominantly affiliated with the American Federation of Labor.
Not all Canal Zone unions belong to the Council, since a few
are disharred from connection with the A. F. of L. By far the
greater number of organized employees, however, are members
of unions affiliated with the Metal Trades Council. The Coun-
cil takes an active part in the handling of individual complaints
in the Zone and has concerned itself also with the course of
legislation in Washington. A union representative often ex-
presses the views and desires of local residents at Congressional
Hearings and engages in informal lobbying. Outstanding planks
in the union platform are shorter hours and the replacement
of “silver” employees in artisan groups with men who are
American citizens. It merits saying that the leadership of the
Council has been cooperative and understanding of the prob-

81 Sec. 4, 37 Stat. 56o.
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lems facing the Canal and Railroad. Consequently, there has
been a comparative freedom from labor troubles in the Canal
Zone.

The Personnel Division of the Executive Department admin-
isters the Retirement and Disability Act for “gold” employees.®?
This Act applies to Isthmian employees of the Railroad Com-
pany as well as to employees of The Panama Canal. For the
development of the necessary fund, five per cent is auto-
matically deducted from each salary. In general, the retirement
age is sixty-two, and an annuity is provided if the employee has
served the organization for a minimum of fifteen years. Dis-
ability retirement, on the other hand, may be received after five
years of service. Compensation for injuries to Canal and Rail-
road employees is dealt with under the provisions of the Federal
Employees Compensation Act,®® but the Act is administered
by the Governor of the Panama Canal rather than by the
United States Employment Compensation Commission.

Panama Canar CLUBHOUSES

A bureau known as the Panama Canal Clubhouses Is respon-
sible for the running of the clubhouses, restaurants, and theaters
which are situated in each town. Through these instrumen-
talities the Canal has sought to provide social life and good
food for its employees. Many complaints can always be heard
about the amenities of life in the Canal Zone as they revolve
around these institutions. Since no private theaters, restaurants,
or clubs are allowed inside the Zone, objections are naturally
focused upon the facilities provided by the Canal, and, there-
fore, are more audible. The restaurants have come down from

82 The basic law is 46 Stat. 1471 as amended. The system differs slighthy
from that provided in the General Civil Service Retirement Act, and takes the
place of that Act for Government employees on the Isthmus. It is administered
under the direction of the United States Civil Scrvice Commission. Exec.
Order No. 6570, Apr. %, 1940. Ex. O., Supp. No. 29, p. 461. 2z Canal Zone

Code, 91—107. Ibid., Supp. No. r, Secs. 94, 101, 103.
"% 39 Stat. 742 as amended. 2 Canal Zone Code, 121-123.
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construction days. Serving as they must large numbers of
people, dining conditions and service have tended to leave
something to be desired, although a determined effort is being
made by the Executive Secretary to improve these conditions
and to make social life more attractive.

DivisioNn or PuBric ScmHoOLS

Public Schools are provided for the children of all “gold”
employees of the Canal. Separate public schools are also main-
tained for the children of “silver’” employees who reside in the
Canal Zone. For many years the school system has extended
only so far as the high school. In 1933 a junior college was
opened which offers work of a caliber enabling students to
transfer to United States colleges and universities. It also
specializes in technical or vocational training for those who
desire to work with the Canal or Railroad. With the increased
activity in the Canal Zone due to the new building program,
such training has already proven valuable. Both in the physical
plant, in the grade of instruction, and in the morale developed
among the young people, the Panama Canal school system
stands high in comparison with local and private education in
the States.

PoricE axnp Fire Division

The Police and Fire Division is charged with work similar
to that of ordinary municipal departments. Nevertheless the
proper performance of its duties takes on a peculiar importance
in the Canal Zone. Peace and order are essential to efficient
operation of the Canal, just as fire control is necessary to main-
tain its safety. Each force cooperates with the services in
Panama. This entails delicate relationships, as the influx of
motorized traffic and the rapid building of cheap buildings have
increased accident and fire hazards on both sides of the Canal
Zone border,
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ADMINISTRATION OF JUSTICE IN THE CANAL ZONE

The Executive Department was responsible for the admin-
istration of Canal Zone Courts at one time. It still is, in part.
The magistrates’ courts which are situated in each town operate
under the direction of the Executive Department. The United
States District Court, however, is now under the jurisdiction
of the Department of Justice.®® Both the local courts and the
United States District Court administer the laws of the Canal
Zone as set forth in the Canal Zone Code, the Code of Federal
Regulations in so far as applicable to the Canal Zone, and
Executive Orders. In certain instances, the District Court ad-
ministers admiralty law and the laws of the United States.

The magistrates’ courts have jurisdiction over all civil actions
involving less than five hundred dollars and criminal actions
in which the punishment does not exceed one hundred dollars
or a month’s imprisonment. These courts deal with all actions
involving the “forcible entry and detainer of real estate.”” *
They also hold preliminary hearings in criminal cases.*® As pro-
vided in the Panama Canal Act, the magistrates, constables,
and notaries public are appointed by the Governor.%

The District Court takes criminal and civil actions which
exceed the jurisdiction of the magistrates’ courts as well as all
cases in equity, probate, divorce and annulment of marriage
proceedings, appeals from the magistrates’ courts, actions in-
volving laws of the United States which apply to the Canal
Zone, and any other matters which may arise under the Canal
Zone Code® Although in cases originating in the Canal or
the Canal Zone the Court operates within the framework of the
Canal Zone Code, in cases in admiralty and criminal offenses

84 Exec, Order of Nov. 3, 1933, based on Exec. Order No. 6166 of June zo,
1933. Ex. 0., p. 459. Repromulgated by Exec. Order No. 7696, July 26, 1939.
Fed. Reg, Vol. II, p. 15179; 35 C.F.R, Sec. 13.6.

85 v Canal Zone Code, 2. 87 Sec. 4. 37 Stat, g6o.
86 1did., Sec. 3. 88 Canal Zone Code, 23.
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committed on the high seas, it exercises the same jurisdiction
as other United States District Courts. In admiralty cases,
practice and procedure are consonant with that employed in
other United States courts of the same type, but when the
Court is considering a criminal case which has arisen on the
high seas, the practice and procedure is that of the Canal Zone
though the laws that are applied are those of the continental
United States.®

The organization of business and the status of the District
Court and its personnel did not change when supervision passed
from the Canal Zone Government to the Department of Jus-
tice.”* The District Judge, the Marshal, and the District
Attorney are appointed by the President with the advice and
consent of the Senate® The District Attorney’s office com-
bines the functions of conducting legal proceedings for the
Government and, when requested to do so, furnishing legal
advice to the Governor. The Marshal is responsible for the
disbursal of all funds required for the maintenance and opera-
tion of the Court. The Panama Canal now has no connection
with the Court other than furnishing it offices, library, supplies,
and travel facilities.

THE MAINTENANCE OF HEALTIX AND SANITATION

The Health Department enforces a program of sanitation and
public health within the Canal Zone and the cities of Panama
and Colén.** Through constant watchfulness on land, the
Department has worked miracles in improving health conditions
on the Isthmus. The strict quarantine administration for ships
transiting the Canal has made the Panama Canal one of the

%2 1bid., Secs. 25, 26.

00 34 Opinions of the Attorney Genmeral 321.

%1 Panama Canal Act, Sec. 8. 34 Stat. 560.

%2 Provision was made for activities in those cities of the Republic of
Panama by the Conventicn of 1go3 (33 Stat. 2234) and in agrcements therg-

under, Decree No. 66 of the President of Panama of Dec. 6, 1g9oq. Taft
Agreement, Ex. O, p. 29.
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great barriers to the spread of contagious diseases and epi-
demics. Only Suez and Singapore compare with it in this mis-
sion performed on behalf of civilization.”

The Department has three divisions, one dealing with quar-
antine, one with sanitation, and the third with hospitals and
dispensaries, all under the supervision of the Chief Health
Officer of The Panama Canal. The Chief of the quarantine
section is an officer from the United States Public Health
Service. Reductions in time-distance between world ports are
of necessity accompanied by increasing sanitary precautions
to prevent the spread of dangerous diseases. The quarantine
officers inspect vessels, crews, passengers, and cargo. They
may hold and fumigate vessels, and detain or deport persons
and animals. In fact, the division of quarantine is authorized to

adopt such measures in regard to vessels, crews, passengers and
cargoes as may be necessary to protect the Canal Zone and the cities
of Colén and Panamma . . . from quarantinable diseases of man and
animals; to grant pratique; to certify bills of health; to carry out, at
the request of the interest controlling a vessel, any sanitary measures
necessary to put the vessel in such condition that it may leave port
with a clean bill of health; and to perform such other duties as may
be assigned to it by the proper authority.?*

Among its more lately acquired duties is that of inspecting
and granting pratique to aircraft flying the airways to and
from South America. One may say that this has become a
very important function. Because of the speed with which the
airplane travels, as compared with the merchant vessel, time is
not allowed for the full incubation of some of the mest dan-
gerous diseases in persons who may have come from places
in Central or South America where these are endemic or epi-

2 Regulations were made by the President or someone authorized by him,
in accordance with the statutory provision stating that “Unti! otherwise pro-
vided by Congress, the President is authorized to make rules and regulations
in matters of sanitation, health and quarantine for the Canal Zone or to
modify or change existing rules and regulations and those hereafter made from
time to time” 3¢ Stat. 5zy; a7 Stat. 818.

%25 CF.R, 24.38; Ex. 0., 392-303.
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demic. This is notably true in the case of yellow fever. Persons
coming into the Canal Zone from regions infested with yellow
fever, or other fropical diseases, may be, and frequently are,
required to report each day during the incubation or com-
munication period to the Canal health authorities for examina-
tion. Experience has shown that the airplane itself may even
be a carrier of disease. Malarial or yellow fever mosquitoes
may fly into the cabin of a plane at one of its stopping places
and be carried thence to the Canal Zone or to the United
States. Likewise, the surface of the plane may pick up dust-
borne disease spores that are constantly in the air and carry
these from one region to another. To counteract the dangers
inherent in such rapid travel between non-healthful and health-
ful areas planes must be thoroughly fumigated, and their
exteriors treated for spores or other disease-laden particles
clinging to them.

The authority of the Health Department is enhanced by its
ability to exact penalties for violation of regulations. The
punishments for infringing quarantine regulations are more

severe than those provided for sanitary or health regulations,
~ the maximum fine for the former being five hundred dollars
as compared to a maximum of twenty-five dollars for the latter.
The upper limits for alternative imprisonment in jail are three
months and one month respectively.®

In Chapter III reference was made to the regulations
which have been adopted from time to time, regarding the
entry of excluded and undesirable classes of persons. The
enforcement of these laws and regulations is another of the
functions of the quarantine division and its officers.

Since the outset of American activities on the Isthmus, the
application and rigorous enforcement of strict sanitary regu-
Iations in the Canal Zone and in Panama and Col6n has raised
the health standard in those areas above that of adjacent lands.

The incidence of yellow fever and smallpox has practically
9% 39 Stat. 527; 47 Stat. 818.
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been abolished. Although malaria is still fairly prevalent, the
rate for 1939, 10.4 cases per thousand, was the lowest in the
Canal’s history.”® Reduction in tropical diseases, particularly
those carried by mosquitoes and flies, is due quite as much
to the work of the sanitary division of the Health Department
as to the efforts of the quarantine division. Daily collection
and disposal of garbage, drainage and filling of swamps, dust-
ing or oiling stagnant water, are some of the ways used for
controlling disease-bearing insects.

The hospitals and dispensaries division completes the sani-
tary organization. Large hospitals are established at Ancén
and Colon together with clinics. They are supplemented by
dispensaries at a number of the Canal towns. The great influx
of laborers and of military personnel in 1939—-40 pressed the
hospital facilities to their limit, with the result that a building
program was started for the erection of several new hospitals
in the Zone. The hospital for the insane at Corozal and the
leper colony at Polo Seco provide care for cases committed to
them. The schools in cooperation with the Health Department
offer lectures on health and sanitation, and opportunity for
examination of students. A rather high percentage of the
division’s work has been charitable, particularly among the
“silver” workmen and their families. Undertakings such as
mass smallpox vaccination require medical service whether
or not remuneration is forthcoming. In addition to its efforts
for maintenance of a health standard, the division cooperates
with the Army Medical Research Board in studying tropical
diseases and their remedies.

It has sometimes been derogatorily charged that Americans
judge the culture of a country by its plumbing. Be that as it
may, the presence of sanitary living conditions is essential in
the tropical heat and alternate wet and dry seasons of the
Canal Zone to the welfare of Americans accustomed to tem-

%8 Annual Report, 1939, p. 83. The average rate for the past ten years is
17.2. There have been no employee deaths atfributable to malaria for six years.
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perate climes. The sanifary achievements of the United States
on the Isthmus during the construction period are famous. The
unremitting watchfulness of the Health Department in the
present-day Canal organization is equally to be lauded.

TreE Panama RaiLroap CoOMPaNy

The Spooner Act, which empowered the President to acquire
the lands necessary for the construction of an Isthmian Canal,
also instructed him to purchase the Panama Railroad Com-
pany,* the largest percentage of the shares of which were
then owned by the New Panama Canal Company.

The status of this company is interesting. In 1848 William
H. Aspinwall, Henry Chauncey, and John L. Stephens nego-
tiated an agreement with the Government of New Granada for
an exclusive concession to build a railroad across the Isthmus
of Panama.®® With this concession in hand these promoters
organized and obtained a charter from the State of New York
in 1849 for the Panama Railroad Company. The present-day
Company, though now owned by the United States Government,
still operates under this charter. A contract with the Govern-
ment of New Granada in 1850 gave the Company an exclusive
right of way across the ¥sthmus,* which proved to be valuable
to the Company in establishing its monopoly of transportation,
and which may be said to have been desirable to the United
States in view of its guarantee of neutrality and integrity of

97 12 Stat. 481,

®% A contract had been signed in 1847 with Mateo Klein for a French
company to build a railroad, but this was cancelled and transferred to the
Americar group by a decree of June 12, 1849. Du Val, Cadiz to Caikay, p. 37.

The Aspinwall contract was to run for forty-nine years, at the end of which
time the property was to revert to New Granada. All lands adjoining the
railroad line were to be the property of the Company, as well as two hundred
and fifty thousand acres of public land. The Company was to establish two
free ports. It was to determine itself what rates should be charged for transit,
subject to the stipulation that the Government of New Granada was to receive
three per cent of all the dividends pzid by the Company. Other provisions
gave New Granada an option on purchasing the Company’s rights, but these
were never exercised. Manual of Information, op. cit., p. 181.

“® For contract see 8. Doc. No. 264, s7th Cong., 1st sess., p. 203,
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the Isthmus by the Treaty of 1846.'°° Having a monopoly, the
Company charged what the traffic would bear, and public tol-
erance seems by today’s standards of tariff almost unbelievable.
For the forty-seven mile haul, passengers were charged twenty-
five dollars first class; first class freight brought fifty cents per
cubic foot; mail was carried for twenty-two cents a pound.
A new contract was made with what by then had become the
Government of Colombia in 1867. This contract continued to
form the basis of the relationships between the Company and
Colombia until rgo3, and with the Republic of Panama after
its declaration of independence.r”* The terms of this agree-
ment varied a good deal from the original concession. The
arrangement was to last for ninety-nine years from 1867, and
the Company was to pay Colombia cne million dollars at once
as consideration for its rights, plus a yearly annuity of two
hundred and fifty thousand dollars throughout the ninety-nine
years. The possibility of a canal was foreseen, and, while the
Company was accorded the right to prevent construction along-
side its own right of way and to charge an indemnity to any
concessionaire to whom construction rights might be given near
the railway, yet it was not given a legal monopoly of all means
of communication across the Isthmus. It ig little wonder that
when the terms of this contract became known in New York
the price of the stock of the Company dropped from over two
hundred dollars a share to nearly eighty,!?® notwithstanding that
the Company was making fabulous profits.

When Colombia granted a canal concession to the French
Lieutenant Lucien Napoleon Bonaparte Wyse on March zo,
1878, it demanded that the holder enter into “some amicable”
arrangement with the Panama Railroad Company along whose
route in the Chagres and Rio Grande Valleys he proposed to
build the canal'® 1t was decided by De Lesseps and his

100 Miller, Treaties, Vol. V, p. 115.

10 This contract will be found in S. Doc. No. 264, cit. supra.
102 Manual of Information, op. cit.,, D. 183.

W3 Dy Val, op. cit., p. 105.
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Panama Canal Company to purchase control of the Railroad
Company to insure the route wanted, to enable the Canal Com-
pany to use the facilities of the railway, and to avoid paying an
indemnity to the Colombian Government.'”* The purchase of
sixty-eight-seventieths of the Railroad stock was negotiated
in 1881 at a price (two hundred and fifty dollars per share)
which brought the sellers a fortune, considering either market
or par value. Although control passed out of American hands
thereby, several Americans who had retained possession of their
stock succeeded by injunction proceedings in New York State
in getting themselves placed on the Board of Directors,’*® and
the railroad operations were continued largely by Americans.
Furthermore, the Company retained its identity as a corpora-
tion in New York State.

In the Canal Convention of 1903, the Republic of Panama
granted the United States a monopoly of communications across
the Isthmus, as well as all rights which Panama had or might
acquire in the property of the Railroad Company due to the
transfer of sovereignty from Colombia. The Convention also
authorized the New Panama Canal Company to sell the rail-
road to the United States, which it did as part of its forty
million dollar transaction with the United States Government.
In return for these and the other rights granted to it by the
Convention, the United States agreed to pay Panama ten mil-
lion dollars, plus two hundred and fifty thousand dollars a year.
The latter part of this transaction is notable, for it iz the same
amount which the Railroad Company had agreed in its 1867
contract to pay each year to Colombia. In view of the fact that
the United States took over an existing railroad on the one
hand, and only a body of rights, some property, and an incom-

194 Miner, The Fight for the Panama Route, p. 231.

1% Dimock, op. ¢it., p. 27. In addition to the $r4,133,500 paid for the stock,
De Lesseps paid the directors of the company a cash bonus of $1,102,000, and
bought $7,000,c00 of the company’s bonds. As Bishop says, this was an expensive

. introduction “fo the mysteries and possibilities of a Wall Street railway ‘deal.’”
Joseph B. Bishop, The Perama Gateway (New York, 1o13), p. 8o.
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pleted ditch on the other hand so far as the canal was con-
cerned, two hundred and fifty thousand dollars per year reaily
represented an annuity only for the railroad. At any rate, thus
the United States Government purchased the stock of a com-
pany holding a charter as a private corporation in the State of
New York, engaged in railroading in the Isthmus of Panama.

Being a creature of law of the State of New York, the Pan-
ama Railroad Company has such rights and capacities as were
given to it by charter, together with amendments to the same,
and which are authorized by the laws of the State of New York.
It is subject to such limitations of law as may be constitu-
tionally imposed by that state. At the same time, the Company
has the rights and powers in the Isthmus of Panama which
were granted to it through the concessionary contracts of the
local sovereign, as modified by the Convention of 19o3. Finally,
being wholly-owned by the United States Government, the poli-
cies, organization, and activities of the Company are determin-
able by that body, in so far as their determination lies within
the constitutional powers thereof, and in so far as such action
does not involve an infringement of the rights of New York
and the Republic of Panama within the jurisdictions of those
states. -

Test was made of the respective rights and powers of the
State of New York and of the United States with regard to the
Company in the case of State of New York v. Graves and
Others *® 1In its opinion, the United States Supreme Court held
that the Company was acquired and is being utilized by the
United States by virtue of its “undoubted” power “to use a
corporation as a means to carry into effect the substantive
powers granted by the Constitution.” It added its conclusion
that the Company was acquired in connection with the con-
struction and operation of the Panama Canal, that it was en-
gaged in a governmental function, and that ‘“the railroad and
ships after the completion of the Canal continued to be used

106 2o Sup. Ct. Rep. 269 (1937).
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chiefly as adjuncts to its management and operation.” It re-
quired no argument, according to the Court, to demonstrate
that “all auxiliaries designed and used to aid” the Canal partook
of the nature of and were themselves cooperating “regulators”
of national and foreign commerce. Hence it was ruled that the
State of New York might not subject the salary of an employee
of the Company, even resident in New York, to taxation.

Notwithstanding the language employed in this decision,
the Panama Railroad Company is not a branch of the Federal
Government and as such immune from suit. The Company may
be sued in its corporate capacity. It differs in this respect from
The Panama Canal. Moreover, the Company’s acts, funds,
property, and liabilities are not directly those of the United
States or of The Panama Canal. It does, however, pay an
annual dividend to the Treasury. The employees of the Com-
pany are not Government employees, although by acts of Con-
gress they do enjoy certain benefits relating to compensation,
retirement, and employers’ liability on a par with Panama
Canal employees who are in the employment of the United
States.

The policies of the Panama Railroad Company are formu-
lated by a Board of Directors, which acts in accord with an
instruction of the President of the United States “that the
policy of the road be completely harmonized with the policy of
the Government making it an adjunct to the construction of
the Canal.” " The first Board of Directors after 1go3 was
composed of the members of the Isthmian Canal Commission.
Appointments are made by the Secretary of War as sole stock-
holder of record on recommendations from the Governor of
the Canal who is also President of the Railroad Company.
Members of the board are selected because of their present or
past connection with the Canal. They serve without compen-
sation, and each is sold one sha;e of stock in the corporation

%% Letter of the President to the Secretary of War, May o, 19o4. Ex. O,
p. zo.
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under agreement to transfer this to their official successors.
As a general rule the Board of Directors comprises the Secre-
tary of War, the present Governor of the Canal, past Governors,
the Engineer of Maintenance, the General Purchasing Officer,
and other persons connected in one way or ancther with the
Canal.

The Panama Railroad Company is a separate agency from
The Panama Canal, but the activities of the two both within
and without the Isthmus are highly complicated. Some men
have duties under both organizations. On the Isthmus, cer-
tain facilities owned by the Railroad are operated by the Canal.
For instance, the hotels, commissaries, and dairy farm, are
owned by the Railroad but managed by the Supply Depart-
ment of the Canal. A curious and complex situation results.
The head of the Commissary Division is paid by the Railroad,
but reports to the Supply Department. Part of the purchasing
for the commissaries is dene by the Company offices in New
York on order from the Chief Quartermaster of the Canal,
while the remainder of the buying is done by the general pur-
chasing officer in Washington who serves both the Canal and
the Railroad. Railroad Company receiving, disbursing, and
accounting functions on the Isthmus and in Washington are
consolidated with those of the Canal, and the Railroad pays a
pro rata share of the overhead.!®® The telephone system is
likewise owned by the Railroad, but operated by the elec-
trical engineers of the Canal. Renting of land and buildings,
however, works contrarily-—that is, it is managed by the
Railroad, which makes a charge to the Canal for services ren-
dered.

The head of Company activities on the Isthmus which are
under Company management is the General Manager. He is
responsible to the Second Vice-President, who is also the En-
gineer of Maintenance of the Canal. The General Manager
has charge of the operation of the Railroad proper, of the

108 Sec. 4. 38 Stat. 659.
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wharves and piers at the harbor terminals, the coaling plants,
and baggage transfer.

Dock and harbor facilities are administered by the Receiving
and Forwarding Agency, which is responsible to the General
Manager. An offshoot of the duties of the Agency is the prac-
tice of allowing goods to be consigned to the “Canal Zone for
order.” Thus merchandise may be shipped to Balboa or Cris-
tobal and held for orders until direction is obtained from the
consignor for its disposal in whole or in part.**

The general corporate and overhead activities of the Rail-
road Company and the direction of its enterprises outside the
Canal Zone are conducted from New York, under the super-
vision of the First Vice-President of the Company, who is
appointed by and responsible to the Board of Directors. The
Panama Steamship Line is run from his office; the books are
kept there; purchasing is coordinated there. Within the Canal
Zone jtself, however, he has little voice in or control over the
conduct of Company affairs.

Although Canal and Railroad Company executives and ad-
ministrators are separately and differently appointed, many
perform work for or in the interests of both organizations, for
after all the Panama Railroad Company is organized to func-
tion as an integrated part of the Canal program. Any further
unification of the Canal and the Railroad would not probably
alter the existing procedures, which, when seen in operation
appear at once to be more efficient than when followed on
paper. From the commencement of its responsibility for the
Panama Canal, the United States has found the land and mari-
time services of the Panama Railroad Company indispensable
and profitable. It is not too much to say that without the

% In an Exchange of Notes accompanying the Gensral Treaty of Friendship
and Cooperation of 1936, the United States advised Panama that it had no
desire to conduct such a busniess any Ionger than until such a time as satise
factory bonded warehouses became available at reasonable rates within the
jurisdiction of Panama. Treaty Series No. 945, p. 34.
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Panama Railroad Company and its steamship and railroad
services, the Panama Canal could not be operated as efficiently
as has been its record, nor could life be sustained on the Isth-
mus on a standard compatible with the national interests.
Moreover, the railway line across the Isthmus is a valuable
asset to its defense.

TrE WasHINGTON OQFFICE

The remaining administrative division of The Panama Canal
to be noted is the Washington Office. This consists of a pur-
chasing department, an administrative department, an ac-
counting bureau, and an inspection force, all headed up in the
person of a Chief of Office. Inspectors are located at various
points in the United States, and maintain a preliminary system
of testing materials and supplies that are to be or have been
purchased. The skilled labor for the Canal Zone is recruited
through Washington, and a great deal of the purchasing of
construction materials and equipment is done through the me-
dium of this office on order from the Isthmus. The Chief of
Office may represent the Governor at his request in executive
and administrative necessities, and at Congressional Hearings.
The Washington Office has multiple duties and is connected
with at least three of the major departments. It, like the Pan-
ama Railroad Company, is hard to classify. It can scarcely be
designated as a separate administrative unit; neither can its
functions be contained within any one of the Canal organiza-
tion departments. It is the representative of The Panama Canal
in the continental United States for purposes of executing the
policies of the Canal and procuring its material needs, as dis-
tinct from the Secretary of War whose office is the connecting
link with other Departments of the Federal Government and
Congress and the immediate superior of the Governor in mat-
ters of government and administration.
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CoNCLUSION

The administration of civil affairs in the Panama Canal Zone
ls in one sense confusing: Governmental functions are per-
formed by the same organization that maintains and operates
the Canal; interrelationships between the Panama Railroad
Company and The Panama Canal form a tangie that is not
aasily sorted out; it is difficult to fit the Washington Office into
in administrative pattern. Yet in another sense the organiza-
tion of the activities of the United States in the Canal Zone
is beautifuily clear. There is never any question concerning
the source of authority. Problems arising within the Panama
Canal Zone go directly to the Governor of the Canal and thence
orogress to the Secretary of War and from his offices to the
President of the United States. Questions arising within the
Panama Railroad Company go to the President of the Com-
pany (who is also Governor of the Canal) and from him to
the Board of Directors of the Railroad.

The Governorship of the Panama Canal is one of the most
exacting positions in the United States Government. Tt re-
quires proficiency and tact in the management of the world’s
greatest lock canal; business acumen in the operation of a
railroad and a steamship line; engineering skill in the mainte-
nance and expansion of a vast engineering project; broad-
mindedness and yet firmness in governing a congested com-
munity existing under trying circumstances; wisdom in deal-
ing with other departments of government and with the Gov-
ernment of Panama. The office calls for a leader who is at
once a governor in the true sense of the word, as well as a busi-
ness executive, government administrator, engineer, policy-
maker, and diplomat. It is a deserved tribute to the American
way of life that throughout the years since 1914 the Governors
and their ranking assistants have in a remarkable way main-
tained a continuous sequence of high standards in all of these
respects.
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The duties of administration associated with the Panama
Canal are legion. In no place within the jurisdiction of the
United States other than in the District of Columbia are gov-
ernmental and administrative activities more highly concen-
trated and multifarious. This must inevitably continue to be
true so long as there are focussed in the Canal Zone interests
so vital to the safety and welfare of the nation.



CuarTER VI

THE ECONOMIC SIGNIFICANCE OF
THE PANAMA CANAL

THE existence of an interoceanic waterway at Panama is now
so taken for granted as a part of the geography of the world
that it is as difficult to imagine modern interchange of goods
and ideas without the Canal as it is to think of the sudden
disappearance of steamships or cables. Since the Panama Canal
is but one of many factors contributing to the network of
transportation and communication, it is not easy to single out
items in the economic life of the twentieth century which are
resultants of the operation of the Canal. That causation is not
monistic does not diminish the importance of various factors;
it simply makes it difficult to isolate particular constituents of
the whole, The Canal has a great economic importance to the
United States and to foreign countries, yet its significance can-
not be entirely established by way of facts and figures concern-
ing the amount of shipping or the tonnage of carge passing
through the Canal.

In evaluating the economic importance of the Panama Canal
attention fastens first upon the savings to shipping in dis-
tance, time, and cost through employment of the Canal. These
are matters of concern to the owners and operators of vessels,
as well as to shippers, for unless it can be demonstrated that
there are economies in going via the Canal, or that there are
cargoes to be had along the way, vessels may well prefer a
deep sea route involving no payment of tolls and no passage
through the jurisdiction of a foreign state.

260



ECONOMIC SIGNIFICANCE OF CANAL 261

MariTime ApvanTacEs oF THE CawarL Route

The Panama Canal introduced marked reductions in the dis-
tances to be traversed between many ports on established water
routes. Had the Flying Cloud, the clipper ship which set the
record for the New York-San Francisco sailing around the
Horn, travelled by way of the Canal her distance would have
been some 7,000 miles shorter. The distance from Liverpool
to San Francisco was cut from 13,502 miles to 7,836 miles.
Not all routes were so greatly affected. Thus, the distance from
Liverpool to Sydney, Australia became 12,385 miles as against
12,235 via Suez. Such equalization meant, however, an alter-
nate route for peace or war, and the possibility of developing a
new intermediate commerce. The greatest shrinkage of dis-
tances brought about by the opening of the Panama Canal in-
volved the navigation of vessels from points in the Atlantic
roughly north of 15° south latitude to points on the Pacific
coast of the Americas north of the same latitude, and vice
versa.

Distances on some of the more important steamship runs may
be illustrated by the following tables:

Table 1. Distances in Nautical Miles from certain Atlantic and Gulf
Coast Ports to Ports on the West Coast of North, Central
and South America

From Vig To
Port San Fran- Val-
Townshend cisco Acapulco Honolulu Callao parciso
New York Panama 6,032 5,262 2,443 6,702 3,363 4,633
Magelian 13,005 13,135 II,524 I3,3I2 9,613 8,380
Norfolk Panama 5,837 5,067 3,248 6,507 3,168 4,438
Magellan £3,837 13,087 15,476 13,264 9,565 8,332
New Orleans | Panama 5,453 4,683 2,364 6,123 2,784 4,054

Magellan 14,321 13,551 1,040 13,728 10020 8,796
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Table z. Distances in Neautical Miles from European Ports to Ports
on the West Coast of North, Central and South America

From Via To
Port  San Fran- Val-
Townshend cisco Acapulco Honolulu Callao paraiso
Liverpool Panama 8,606 7 836 6,017 9,246 5,037 7,207
Magcllan 14,272 13,502 1I,8g1 13,699 9,080 8,747
Hamburg | Panama 9,125 8,355 6536 0495 6456 7720
Mageilan 14,653 13,883 12,292 14,060 10,361 0,128
Gibraltar Panama 8,391 7,621 3,802 9,061 5,722 6,992

Magellan I3,34% 12,571 10960 12,748 5,049 7,816

Table 3. Distances in Nautical Miles from American and European
Parts to Pacific and Far Eastern Ports?

From Via To
Yokohama Shanghai Hongkong Sydney Wellington

New York Panama 9,798 10,649 11,661 9,811 8351
Suez {or} (Cape of Good Hope)
13,566 12,525 IL673  E3,743  I4441

Norfolk Panama 5,603 10,454 11,496 9,616 8,656

Suez {or) (Cape of Gaod Hope)

13,710 12,678 11,826 13,302 14,500

New Orleans | Panama 9,219 10,070 11,112 9,232 8,272
Sucz (or) {Cape of Good Hope)

14,924 13883  r1303r 14,670 15,374

Liverpool Panama 22,372 aea 13,957 12,385 1£,425
Suez In6y8 ... 9,785 12,235 12,080

1 Emory R. Johnson, Panama Canal Trafic and Tolls (Washington, 1912),
pp. 6-13.

Distances reduced are translatable into time saved. The
days which may be saved on certain routes, over the longer
routes prevailing before the Canal was opened, and, of course,
still available at most times, mount up impressively. Between
New York and San Francisco, a 10 knot freighter saved over
a month’s time, while a vessel headed for the same port at
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the same average speed from Gibraltar saved almost three
weeks, Faster ships saved fewer days, but the proportionate
reduction of time occupied by the journey was the same.
These time-distance savings explain why the Canal has been
used so extensively for traffic between the coasts of the
Americas, between European and west coast American ports,
and between the Atlantic coast and the Far East as far as a
line drawn southward from Hongkong.

Table 4. Number of Days Saved (over shortest 1013 Water Route)
for Vessels of Different Speeds Between Given Ports via
the Panama Cana! Route ®

TO FROM

New York New Orleans Liverpool Hamburg
for vessels of [| for vessels of {{ for vessels of || for vessels of

10 14 16 10 14 16 10 14
Knots| Knots| Knots|jKnots|Krots| Knots|| Knots[Knots

18

10 16
Knots||Knots

14
Knots|Knots

SanFrancisco.| 32.3] 22.9} z0.0|| 36.4] 25.9| 22.6/] 23.1[ 16.3] 14.2{| 22.5] £5.0| 13.9
Acapulco..... 33.2! 23.5] 20.5{) 37.3] 26.5| 23.1]| 23.0} 17.0 14.8]] 23.4] 16.6] 14.4
Honolulu. . ... 27.0f 19.1| 16.7]} 31.2| 22.1] 10.3|| 17.8} 12.6] 10.9|| 17.2]| 12.2] 10.6
Valparaiso....| 15.1} 10.6] 9¢.2|j 10.2| 13.6] r.8{| 5.0 4.ri 3.5l 5.3 3.5 3.1
Yokohama. . .| 15.2; 10.7] 9.3]! 23.3] 16.5) T4-4|!Suezroutewould be used on these
Sydney...... 13.8] 11.2{ 9.7]| 22.2] 15.7| I3.9)runs because of shorter mileage.

#JIbid., pp. 16-17.

Time and distance saved are economic gain. Both are con-
vertible into reduced cost per voyage, depending for each
vessel on individual characteristics of mechanical efficiency,
fuel consumption, wage and freight rates, and contract
arrangements. Variations in vessels, and even in the same
vessel on different voyages, and {rom year to year depending
on economic conditions, make it impossible to draw up any
chart showing with accuracy the full economic benefit de-
rivable to any vessel irom use of the shorter routes made
possible by the existence of the Canal.



264 - THE PANAMA CANAL

Many factors enter into determination of a vessel’s course:
engagement on a regular run; destination of cargo; cargoe or
passengers available or likely to be picked up at intermediate or
end points of voyage; orders from owners or charterers; loca-
tion of fuel, supply, and repair facilities (and the respective
advantages or otherwise of similar facilities on alternative
routes); insurance charges; risk and safety in time of war or
emergency; governmental orders. In considering whether to
proceed via the Panama Canal two other factors must be
taken into account: tolls, and ease of conformity to rules and
regulations applicable to vessels seeking transit.

Use oF THE CANAL BY WORLD'S SHIPPING

The tallies of vessels transiting the Canal year by year dem-
onstrate that navigation by this route has been found expedi-
ent, if not economically advantageous, for many.

Table 5. Ships Using the Canal ®

Number Number Number
Year of Transits Year of Transits Year of Transits
b2 £ 1,075 f -F-% A 5,230 I033cnunrnnnn 4,494
I0I6. ...t 758 IG25. 0 vaniins 4,673 I034: cananns- 5,234
IGIY e vueennn 1,803 1926......0, . 5,197 IG35. cvrunnns 5,180
1018, ... ..., 2,060 113 S, 5,495 10236 ... ..., 5,382
IOIG e e e vanss 2,024 1628.. . ... ... 6,456 10370 ceeannnn 5,387
1620, .. ... ... 2,478 1020, eun.n.- 6,413 1938, ... .un.. 5,524
Y413 SR 2,892 1930 nersnnn 6,185 1939 vuvnsann 5,003
IG22. ... 0enn. 2,730 IG3T...ennnn. 5,529 IG40. o ivuvnas 5,350
192300 innnnnn 3,67 IG32.0cn.nns 4,506
ToTAL ..... 109,737

Although American and British vessels passing through the
Canal have been consistently more numerous than vessels fly-
ing any other flag, as might be expected, use of the Canal has
been by no means confined to the vessels of the two English-
speaking nations.

3 Annual Reports of the Governor of the Panama Canal.
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Tzble 6. Nationality of Vessels Using the Canal *

United Neth-
Fear States British Norwegian German erlands Japonese Danish
19153 440 465 42 7 6 23
IgIG 238 358 45 15 24 18
1917 464 780 130 6 74 72 43
1918 628 669 296 . 49 53 100
1919 786 Goz 128 ven 19 89 79
1920 1,129 953 106 14 29 118 g
1921 1,210 972 140 19 50 136 60
1922 1,095 935 113 37 66 189 53
1923 1,954 1,065 147 90 109 163 65
1G24 2,047 1,205 136 150 102 71 63
1923 2,326 1,211 192 163 102 172 42
1g26 2,432 1,423 306 163 93 13T 63
1927 2,683 1,351 2063 212 103 163 46
1928 2,753 1,842 313 3106 137 183 Gg
1929 2,700 1,783 340 4oz 140 155 0T
1930 2,885 1,536 371 377 141 163 ox
1931 2,417 1,300 363 369 12§ 193 120
1932 1,017 1,054 3IL 338 117 179 105
1933 1,686 1,039 407 325 8o 219 113
1934 2,269 1,208 450 301 [+2s 258 135
1933 2,143 1,170 513 4% I14 255 12§
1936 2,045 1,304 556 310 139 291 156
1937 1,650 1,385 674 332 221 282 139
1938 1,780 1,281 667 357 283 300 223
1930 1,788 1,502 704 361 312 261 200
1940 1,997 1,873 557 35 340 272 174

United States and British foreign trades have benefited by
the existence of the Panama Canal, but so has the commerce of
their competitors. If the Canal opened or seemed to expand
the markets and trade of one group of nations, it is clear that
it has also aided others, and even increased their ability to sell
more cheaply in British and American markets and in markets
sought by them. This may be viewed as being economically ad-
vantageous to the best interests of all in the long run. At the
same time it may come to be politically undesirable when some
competitors in trade turn out to be enemies plotting world con-

4 Ibid. The German vessels shown transiting in rg17 were vessels seized at
the Cana! by the United States. They were sent through the Canal under

American officers but were recorded as German, since at the time of transit
legal title had not been taken by the United States.
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quest or totalitarian destruction. Reduction of the barriers to
trade is desirable, but on the premise that trade is for mutual
advancement and not a step toward the extermination of peace-
ful, independent nations.

FaciLiries ar TaE CANAL

The facilities offered at the Panama Canal are such as to be
an inducement to vessels to use the Canal route. Ships may
procure all kinds of stores and supplies from the Commissaries
at rates comparable to those obtaining in the United States.
The extensive dockyards and machine shops at Balboa and
Cristébal are equipped and supplied at all times to handle
virtually every kind of marine repair job as quickly and as
competently as in the largest ports of the world. The Mechani-
cal Division of The Panama Canal is prepared to make repairs
and adjustments to the most delicate ship mechanisms, or to
repair or manufacture plates, beams, propeller shafts, boilers
or turbines. The large dry dock at Balboa can take care of
any vessel that can pass through the locks of the Canal. An
even larger one is to be constructed in connection with the
building of the third set of locks so that eventually the Canal
will be able to dry dock any vessel up to approximately twelve
hundred feet long, or larger than the present-day Normandie.
Fuel oil is inexpensive and readily procurable. Elaborate coal-
ing plants are ready to fuel those vessels still dependent upon
coal as a means of generating motive power.

THE Cost oF TrRANSITING THE CANAL

How much does it cost a vessel to transit the Panama Canal?
Under what circumstances is it economically advantageous for
a vessel to proceed via the Canal, tolls and other costs con-
sidered?

In figuring what it costs to send a vessel through the Panama
Canal, and whether it is worth while to do so, a shipper must
reckon with several items. There are, of course, the toll charges



ECONOMIC SIGNIFICANCE OF CANAL 267

at the Canal. Additionally, the cost of operating a vessel per
day per net ton of cargo and per passenger carried as against
revenues earned and additional cargo and passengers avail-
able en route must be taken into account. Where a vessel is on
charter the cost of charter hire must be considered. In times of
scarcity of shipping, or of lack of an abundance of pay loads,
charter hire may become an item of some proportion in the
total cost of sending a vessel to its destination via the Panama
Canal. In general, the cost of operating a ship per net ton per
day varies so much with conditions, such as the type of the
vessel, its size and class, the efficiency of its motive power, the
trade route being plied, the length and terms of charter, as well
as supply and demand, that it is almost impossible to esti-
mate with accuracy what the cost of transiting the Canal
may be.

Taking toll charges as a definite, readily figurable item, it
must be said that the cost of transiting the Canal varies with
the structure of the ship, and depending on whether it i laden
or in ballast. If a vessel is laden, tolls will be charged at the
rate of ninety cents per net vessel ton as measured and certified
under the Panama Canal Measurement Rules. This means, as
explained in Chapter III, that a vessel is charged on the basis
of its earning capacity space rather than on the weight of cargo
which it carries on the voyage it happens to be on at any given
transit. This is determined by calculating the gross tonnage of
the vessel (under decks, plus permanently covered and closed-
in spaces above the upper deck), and subtracting deductions
allowed by law for crew and officers” accommodations, service
rooms for officers and crew, spaces used in working the vessel,
store rooms, public rooms for passengers, and spaces for pro-
pelling power. Vessels proceeding in ballast pay tolls at the
lower rate of seventy-two cents per net vessel ton as meas-
ured and certified under the Panama Canal Measurement
Rules. :

The Panama Canal authorities have figured that under
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normal conditions, if the cost of operating a vessel be taken at
twenty cents per Panama Canal net ton a day {(and this of
course varies with different vessels and the conditions of their
operation), the cost of tolls on laden vessels is equivalent to
four and one-half days’ operation at sea. On such an assump-
tion, other things being equal, if a vessel saves over four and
one-half days in her voyage by using the Canal instead of some
other route, it is profitable to proceed via the Canal. On the
same basis, a vessel in ballast might profit by using the Canal
if it saves over three and three-fifths days in reaching its des-
tination by employment of that route. These estimates are
based solely on the operating costs of the vessel, and do not
take into account the commercial advantages of the time saved.
Translated into distance, a ten knot vessel traveling 240 nauti-
cal miles a day will gain by using the Canal when laden if by
s¢ doing it shortens the journey by 1,080 miles, and when in
ballast if it shortens the journey by 864 miles. Similarly, a
twelve knot vessel would gain If the journey were shortened by
1,296 miles when laden, or 1,037 when in ballast.

Tolls are not levied on the nature of the cargo carried or on
the amount carried, but rather upon the earning capacity of
vessels. Consequently, if it be asked what it costs per ton of
cargo for sending a vessel through the Canal, it must be re-
plied that the cost varies with the nature of the vessel and the
quantity of cargo carried in relation to the total earning capacity
space of the vessel, It has been estimated that the lowest cost
of tolls per ton of cargo to date has been 17.05 cents per ton
on a cargo of iron ore. The rules of measurement and the rates
of toll in force at any given time have much to do with de-
termining the cost. On the basis of the rules and rates in force
since March 1, 1938, it has been estimated that the average cost
of all cargo for the fiscal year ending June 30, 1040, was approx-
imately sixty-six cents per ton. Taking a group of vessels car
ing such bulk cargoes as mineral oils, nitrates, Iumber,
molasses, sugar, and asphalt, the average cost of tolls per ton
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of cargo carried by such vessels amounted to a lower figure of
about forty-one cents per ton.

ANarysis oF Carco MoveMENTS TeHroOUGH THE CANAL

An examination of the records of the Panama Canal will re-
veal that vessels pass through here en route to and from a legion
number of ports of the world. The cargo carried through the
Canal is as diverse in nature as that which will be found enter-
ing and leaving the largest of ports. It is a veritable sample
and cross section of the vast catalogue of raw materials and
manufactured goods which are the concomitant of twentieth-
century world economy. Through here pass the means of the
more abundant Jife. Through here also go the sinews of war
and the instruments of war.

Many trade routes have been established via the Panama
Canal since 1914 on which vessels ply on regular schedule in
times of peace. Few of these can be said to have been entirely
new routes in the sense of opening a traffic between given points
of origin and destination. Rather, they represent a rerouting
of older lanes of shipping to take advantage of the shorter
distance made possible by the Canal, and a marked increase in
the volume of traffic between certain places. There are seven
predominant trade routes running through the Canal. The
number of vessels moving back and forth on these routes and
the quantity of cargo carried on them far exceed that of other
routes making use of the Canal. In order of the volume of
merchandise carried through the Canal these routes are the
United States intercoastal run, Europe and the West coast of
the United States and Canada, the United States and South
America (principally the west coast of South America), the
United States and the Far East (including the Netherlands
Indies and Malaysia), Europe and the west coast of South
America, Europe and Australasia, the United States and Aus-
tralasia.



Table 7. Total Tonnage of Cargo Carried Through Panama
Trade Routes®

Year Atlantic to Pacific Pacific vv avrwnin
74 5 3R 2,125,735 2,844,057
I9I0. . vv ittt e 1,434,236 1,705,810
3 5 3,076,843 4,152,412
TQI8 . e iie et 2,639,466 4,922,607
E €9~ B 2,705,001 4,172,558
EQ20. . uuuenniannnnsanans 4,002,5E6 5,281,083
o T 5,302,078 5,704,130
Q22 inenanrnnrarrianans 5,496,000 5,389,000
TQ23 . cuvnennnnnannnnnnns 7,086,250 12,481,616
4 - S 7,860,100 19,134,010
T028 . e sennnrnnransnnn 7,398,397 16,560,439
o -1 o 8,037,067 18,000,351
TQ2 e s usoe v mcernannncnns 8,583,327 19,164,888
IG28 . it iann v aiiiaanas 8,310,124 21,320,575
IQ20 . uenv s ssnsninmnenn 9,882,520 20,780,486
1030, ueenenrerrnrusnnnas 9,475,725 20,554,507
I03T.cnnevacnrranrearnns 6,680,420 18,402,371
T032.ceerinonvrronnnsnis 5,635,358 14,172,040
I033 e cnccnrrannannnnes 4,507,070 13,654,095
O34 et eenarrnnarvauannoa 6,162,649 18,541,360
T35 v rnrnnrnrrnenennn 7,529,721 17,779,806
I030. e rnnrnrrninannnns . 8,249,899 18,256,044
b S 9,895,632 18,212,743
e 9,688,560 17,697,364
T 9,011,269 18,855,360
TG40 . v vuenrvvarsnsnaans 9,319,600 17,479,416

% Compiled from Annual Reperts of Governor of the Panama Canal.
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Table 8. Tons of Cargo Carried Through Panama Canal in United States
Intercoastal Trade ®

Year Atlantic to Pacific Pacific to Atlantic
I022: e nrannantnnaansanns 1,288,095 1,274,452
1023 0 iinrnnnronernans 2,608,307 5,460,246
Qe B 2,719,240 16,808,138
e - 2,213,603 2,282,656
1020, e e 2,433,748 7,633,856
1G0T ettt 2,638,786 7,921,719
1928, . i i 2,401,872 7,665,520
L -« T 3,022,960 7,096,068
1030 . c i an i eaiaaen 3,161,530 7,328,534
0 S 2,379,751 6,425,024
T032 e iee s itemnreannnnn 1,017,052 4,703,932
1033 et evionrarencrananas 1,595,087 4,831,521
0 2,074,700 6,850,261
I035...... P, 2,162,641 5,800,769
I936. . e 2,578,308 5,140,567
I937 et iece it ineraanann 2,573,075 2,063,082
B 2 2,341,847 4,052,728
B TP 2,391,523 4,493,203
I040 s vvnvrtnosacnennans 2,705,708 4,918,629

% Compiled from Annual Reports of the Governor of the Panama Canal.
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Table ¢g. Tons of Cargo Carried Through Panama Canal on Route
Between Eurcpe, and West Coast of the United States and Canada”

Year Atlantic to Pacific Pacific to Atlentic
TO22.uivaanartnnnnrnnnannn 336,249 1,722,455
Q23 et ernnnrannestsnasanns 606,031 1,905,760
IG24- cavansns far e ea s 670,271 2,442,765
EO25 . e suvrnesecssrrnnenens 696,553 2,566,833
I026. .t ie et 701,086 3,013,325
4072 P 758,243 3,722,957
-2 725,304 5,113,788
YO20 . e v s nnsornnmosananss ¥97,850 5,172,286
IG30.sues s enranansnnnsnns 838,220 4,710,214
b £ 5 S 540,448 4,631,157
T032cevusennvarnnnanenian 404,086 3,043,880
I033 . vavescranananciannnas 320,539 4,488,981
T34 e cansnaisnssrannres . 405,519 3541772
TG3Eavreernesrarananonnon 457,067 3,723,295
1o KL DA 209,845 4,166,055
I937 cvnnannnancatonnannnns 641,045 3,002,877
€31 TR 548,467 3,688,353
T930. aversenansonannrsnans 416,190 4,880,324
1040 s ctumrnrnnnnronennans 236,776 3,108,918

7 Compiled from Annual Reports of the Governor of the Panamae Conal.
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Table 10. Tons of Cargo Carried Through Panama Canal on Route
Between the United States and South America®

Year Atlantic to Pacific Pacific to Atlantic
T022 .t unrnrensanncanennnns 244,514 548,609
1023 . ciacansastitaranancans 275,313 1,779,210
TG24 e ennvnnasrsnnsannorns 373,348 2,329,281
T025. ceuwvananonrsanannnnes 377,864 2,661,756
{1 S 423,730 2,816,346
2 L 412,835 2,518,011
928, i, ‘e 374,968 2,840,510
TQ20. vt rnicnenrnnrraannans 439,645 2,998,766
T030  eeuvataninansrarnvans 378,101 3.L44,475
103 e e vnenrorennsrncacanan 25%,363 2,105,298
T3 2 e aiaecrasr s rannsranas 116,238 1,001,749
T033asercnnreninirnsnninns 44,474 294,076
TO34eaneurunanarnansenaran 108,447 1,633,499
035 cevirrnvanrsnrntnnsnn 142,870 1,380,790
I038. i e 199,169 1,009,185
X037 e ansnonnsnsnanennnsans 208,218 2,350,431
I938. i it ey 262,207 2,389,649
B2+« 192,732 2,447,257
L0400 enniornrarsasrnissane 50I,5IE 2,757,412

8 Compiled from Annual Reports of the Governor of the Panama Canal.
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Table 11. Tons of Cargo Carried Through Panama Canal on Route
Between the United States and the Far East ®

Year Atlantic to Pacific Pacific te Atlantic
- 1,728,192 303,315
IG23 e rennnnacresanrnnnn 1,466,013 443,272
IG24 0 sncraranannonnnnns 1,504,275 264,003
TO25 et rnnianeanss 1,234,608 260,269
19260t e i v e 1,421,214 333,834
4 - 1,576,151 407,313
1028 0t iee i 1,562,112 504,163
s -1« P 1,927,218 649,102
T30 tavsaanaannsoanrnnas 2,072,511 818,184
TO03T e s aennasimeannnonns 1,360,772 862,033

B K 1,714,923 8z1,124
1033 -cvrnvacennrnnnrnnes 1,323,003 1,077,734
IG34 . o unnonernans 1,822,955 1,535,733
I35 cvnranrmeeanronnnns 2,532,280 1,067,426
1936, v it 1,872,357 % 585,061 ¥
b {05 3 S 3,265,672 * 662,044 *
T938. i iv i 3,002,002 * 433,544 %
IG30  cveunnnannnranannn 2,503,808 * 280,593 *
T0404 et e et tananareenns 2,888,160 * 585,304 ¥

? Compiled from dnnual Reports of the Governor of the Ponama Canal.
(* Excluding the Philippine Islands.)
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Table 12. Tons of Cargo Carried Through Panama Canal on Route
Between Europe and South America *¢

Fear Atlantic to Pacific Pacific to Atlantic
IQ22.tavantrnrrsincan, 283,804 663,127
TO23 0 eanvannnnnnsnoeennnnn 486,952 1,203,034
IQ24ucianonranarnnnvanense 627,356 1,378,501
T02E e e earnvnsnnnracearann 776,388 1,708,626
G264 s e s eannrrnarinnarinn ¥83.,00% 1,612,733
5T 623,030 1,326,573
028, tuuiiir it s 787,214 2,118,251
1T o 873,369 2,423,728
1 Lo S 881,666 1,034,744
T03T e vnnsnninmonaronnnnnn 503,566 1,804,191
T 206,908 1,532,204
TO33ceaevvrnsncnrannninssn 164,695 1,368,234
TO34 . covrnanrasonncansnnns 212,213 2,433,350
035 ccansnssncrennsnnnorns 304,212 2,040,662
1 1 2 395,917 2,330,136
T937  vvvrruvavnannornrnnnn 460,794 2,661,608
3o 1 453,208 2,520,600
0 415,697 2,481,541
I040 . s eruenissnas P 259,700 1,474,874

1% Compiled from Annual Reporis of the Governor of the Panama Canal.
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Table 13. Tons of Cargo Carried Through Panama Canal on Route
Between Europe and Australasia *

Year Atlantic to Pacific Pacific to Atlantic
I022 . e 359,895 381,538
T0Z3 . e ienonrinrnenerneniana 415,861 306,404
. 500,477 304,3%0
1925 . cinnveinarsiannsanann 518,406 420,356
T926. 0t iiiii i 543,825 556,871
1927 it innrnenrnnaanniann 539,792 493,425
BT 3N 595,085 554,678
b 71 A . 609,190 583,738
L0 T o 604,265 504,930
B o T S 441,470 691,843
B 286,740 422,227
T332 cieravmraennrvarreren 235,075 295,866
TQ34 e tnsvantanenntvnnncnns 252,680 600,031
T35 e cnvanrrnanrennnn 320,280 615,144
1936, it e 419,824 636,097
{3 U 473,333 670,192
Y938, i e N 543,553 708,01%
T030 . ar v rvrvnnrnennnnannnn 542,770 759,794
TO40. i vnennrananrnravanns 268,143 864,701

** Compiled from Annual Reporis of the Governor of the Panama Canal.
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Table 14. Tons of Cargo Carried Through Panama Canal on Route
Between the United States and Australasia **

Year Atlantic to Pacific Pacific to Atlantic
T022. e veaermancannnnuansns 288,000 45,857
T023 00t aeanennanssvinnnss 462,057 72,534
TO24 e nevanisnnrarnsnsnnnna 587,481 47,774
T 663,619 28,195
1 727,400 33,084
L T 793,161 33,758
1028 . it iierieia bt 580,883 57,027
T020 . 4 e uiaennnncnsanrnnass 569,11G 97,291
T30, tannenronnrnnnansnnns 422,539 238,803
€ L 202,311 166,648
03200 revaearoasaaensnanss 187,393 8i,501
TG33 e nnrasannnerinoiinis 164,2E5 18,552
. 1 S 2ET,018 81,303
TO35 ctaenrcrnonernonsnrrns 277,477 152,567
TO38. et 356,114 155,875
e 316,004 236,259
3 471,209 15%,048
T30 et s vinvanrsovansnnnnn 374,544 86,000
IQA0. c it e iar e aana 487,686 135,030

12 Compiled from dunual Reports of the Governor of the Panama Canal.
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286 - THE PANAMA CANAL

The statistics compiled by the Canal authorities on the
amount of goods moving on these and other routes throw light
on the characteristics of modern international trade. They
show the prevailing directions which a large amount of this
trade takes from year to year and from decade to decade. They
reflect the phases of the recurrent business cycles. And they
show the fluctuations which occur due to variations in supply,
demand, purchasing power, the requirements of national econ-
omies, and political crises.

The chief characteristic of the cargo movement through the
Panama Canal is the predominance of the Pacific te Atlantic
carriage over that of the Atlantic to the Pacific, As the accom-
panying charts portray, this has been consistently the case
since 1923. The discrepancy has not only maintained itself,
except in the depression years 1930-33 when the Pacific to
Atlantic trade dropped off to a greater extent than did the
Atlantic to Pacific trade, but has tended to grow. When the
figures are complete for the years of the second World War
they are likely to show an even more marked divergence of the
two trades. The trend which is shown for the total tonnage of
goods passing through the Canal is naturally reflected in the
relative quantities of goods carried through the Canal in the
two directions on the main trade routes. Save for the United
States-Far East, and United States-Australasia routes, the
greater weight of goods has consistently tended to move from
west to east on all of the most heavily freighted routes. The
Europe-Australasia trade fluctuated considerably up to 1930,
but since then has followed the same course as most other
carriages.

Various reasons may perhaps be adduced to explain the
difference between the eastbound and westbound tonnage car-
ried through the Canal. Probably the main factor is that a
large part of the trade bound toward the Atlantic is composed
of bulky raw materials that pack tightly and add up quickly in
weight and volume, whereas ships bound toward ports in the
Pacific carry a larger percentage of their cargo in the form of
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manufactured or semi-finished goods which consume cubic
space without filling it solid full. In the trade moving to the
Atlantic crude oil and petroleum products held first place from
1923 to 1938. In the latter year they gave way to lumber which
has consistently been in second place. The drop-off in oil may
have been due in part to the large sales being made to the
Japanese, much of which moved off the west coast of the United
States. It may also be explainable by the opening of oil fields
more accessible to the Atlantic, and the increased usage of oil
pipe lines to Atlantic ports. Wheat, ores, and nitrates have
competed for third, fourth, and fifth places on the roster of
eastbound trade, while the amount of canned goods going from
California to the east coast by water has increased so progres-
sively, even during depression years, it may move into the list
of top five commodities.

In the westbound trade manufactured goods of iron and
steel, together with mineral oils have ranked first. Other prod-
ucts carried in large quantities, but varying a good deal from
year to year, have been coal, cotton, sulphur, phosphates, ce-
ment, tinplate, paper and paper products.”® From 1931 to 1941

12 4 table listing the principal commodities carried through the Canal over

a period of years, including a trade depression year and a war yeat, illustrates
the comparative nature of the two trades.

ATLANTIC T PACIFIC Fiscal year ended June 3o
1940 1039 1938 1937

Commodity Long tons | Long tons{ Long tons |Long tons
Manufactures of iron and steel. 1,837,503 1.493:497| 1,859,087 1,779,293
Mineral oils ..o iiiiiiiiiinns 1,204,886 1,032,071 907,440 704,702
Scrap metal ........... e 968,045| 1,200,308 999,151 | 1,660,030
Paper and paper products...... 304,021 402,264 422,766 [ 431,672
Sulphur ... 353,452 224,879 294,283 253,204
Coal and coke...ovovveininnns 230,542 147,273 137,404 124,467
Metals, various .....c.oevvreneans 316,627 400,285 646,079 370,200
Cotton, raw ........viiinnnann 277,978 250,272 142,121 298,300
Tinplate .. veeesenrneninnannns 243,784 194,186 237,997 272,772
Phosphates ...vcvieivninsannns 220,647 202,981 328,079 310,015
Machinery .....civininceeaness 208,210 158,833 167,608 | 153,206
Chemicals (unclassified) .......- 140,411 127,858 108,861 119,437
Canned goods (food products).. 139,169 132,228 133,011 | 136,885
Ammonium compounds ........ 103,435 51,062 70,924 60,141



ATLANTICTO PACIFIC

Fiscal year ended June 30

Io40 1939 1938 1937

Commodity FLong tons | Long tons | Long tons |Long tons
Ores, varioUs v.eveeveeenanns. 100,330 45,620 103,902 120,233
Wood pulp ......iiiiiiann 96,150 59,834 113,180y 105,775
Cement .. ...iiinianannninns 93,286 160,271 153,558 183,978
Automobiles .. .vevriiiiiian.n 92,581 152,131 207,878 | 185,983
Textiles o ovnrrrrninnanaones 87,212 98,325 94,625 99,337
Coffee ......oovvvniniiinnnn, 76,550 73,374 67,641 44,529
Salt it 71,899 54,731 45,907 45,121
Liquors and wines..,......... 71,432 74093 64,981 58,826
Railroad material ............ 20,637 82,233 77,588 21,986
Tobacco .....cccrrvrvnnnanen 69,044 84,441 52,489 69,407
Automobile accessories ....... 65,512 80,603 91,769 86,289
Lumber and mill products,..... 63,492 58,157 42025 [ 46,700
Asphalt and tar .............. 60,970 71,935 131,527 | ¥47,193
Nitrate .....veerrirnnnneennn 49,345 54,181 68,702 68,078
Soda and sodium compounds.... 48,528 30,094 61,948 50,888
Glass and glassware.....,.... 4%7,70Y 60,003 89,734 62,225
Asbestos ... ...l 46,496 35,395 45,059 34,443
Rosin ........ i eabeeiaenaes 44,606 41,303 15,304 57,793
Creosote .....evevvniinnnns - 43,672 26,399 30657 34,880
Electrical apparatus .......... 43,105 39,207 23,762 16,469
Paints and varnishes......... 37,000 36,057 32,480 38,594
Drugs and medicines.......... 31,355 29,114 24,431 16,507
Groceries (unclassified) ...... 31,2%9 24,794 22,434 9,826
Floor coverings ........... ... 30,844 27,237 21,997 T7,172
Corn .o 39,597 3049 43,030 40977
Soap and products .......... 26,957 28,630 22,683 17,075
Agricultural implements ...... 27,970 43,276 59,838 47,456
Dilseeds ........... R, 25,985 435,676 17,917 18,831
Potash ... .....cciiiiiiiil, 25,950 27,859 40,288 27,290
Fertilizers ....cc.uvvivnanennn. 25,367 20,633 30,266 23,628
Qilseed cake and meal....... 24,427 27,504 9,739 1,750
Clays ..ot 22,588 21,461 20,913 24,929
Rubber, manufactured ........ 21,784 16,642 15,604 12,798
Sand ... 21,776 25,788 56,973 52,160
Extract, quebracho ........... 20,910 20,652 12,357 9,129
Slate ......... Veeraeranaraann 20,746 20,016 10,875 10,612
Rubber, scrap ............ v 20,328 11,837 2,583 2,835
Flour .....ciiiiiiniiaiiinnnns 20,232 23,443 9,271 12,991
Qils, vegetable .........c.v0un 19,366 32,002 29,341 26,116
Sugar ......... e erraraaean 19,188 16,832 56,941 74,185
1 = 9,230 26,709 62,540 50,299
Al others ... ............... 1,133,577 ] 1,058,278 ] 1,031,836 1,047,026

TOTAL ... .. ........... 9,810,600]" g,011,26% | 0,688,560 | 9,895,632
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PACIFIC TO ATLANTIC

Fiscol vear ended June 30

1040 1939 1938 1937

Commodity Long tons | Long tons | Long fons |Long tons
LUmber ..vveiareiueeinnennnnan 3,660,482 3,191,093 2,850,853 2,748,917
L 2,165,646 1,001,690 | 2,126,657 | 1,851,254
Mineral 08l5 voeevenreinnreonnas 2,014,235 2,777,201 2,874,809 3,571,626
SUBAT v veesvirrrennrnnnens 1,433,683 1,329,276 1,486,516 1,358,048
Nitrate ... ..oiiiiiiinerinennn 1,361,422 1,444,148) 1,401,003 1,328,482
Canned goods {food products).. 1,248,050] 1,232,636 991,430 | 1,092,350
Metale, various .....vevveiunnn. 706,001 674,314 698,170 653,250
Wheat ...oviniiiniiiiiienns 611,061 1,539,474 705,500 | 1,218,581
Cold storage (food products).... 444,291 335,874 334,659 | 304,332
Fruit, dried ......c.cvveeinnts 275,637 337,769 291,444 | 233,937
Woodpulp ..o ovvvinnnnnnnnnn.. 295,350 235,768 313,060 [ 140,612
Qils, vegetable , ... ... ... 211,457 174,944 170,086 167,000
Rubher, raw ...l 185,819 24,934 62,505 v0,530
Flour ... iieaeas 176,126 153,042 233,810 259,389
Coffee ..... e e aeeeree e 166,881 185,341 154,778 177,200
Wool .ot 158,148 138,622 523,207 150,586
Fruit, fresh . .....oiveiai 135,143 419,109 347,527 216,770
Beans, edible, drv...... ... ..., 130,021 165,183 175,017 134,239
Paper and paper products....... 127,415 120,723 137,578 122,894
Barley ...iiiiviiiianininienns 117,625 259,012 237,137 166,578
{015 )< 111,438 156,657 163,521 155,41%
Cotton, TAW ...iviinianinn naen g8,020 106,211 127,493 114,087
Rice .ooiiiiin i iieiieranns 93,57C 31,125 57,100 44,900
Phosphates ...........ccvnvunn. 92,259 84,713 44,033 39,280
Asphalt and tar ... .... . ..., 87,538 61,361 107,185 65,058
Potash ..vovviinnininiiinans 75,977 48,287 33,731 32,041
Borax ......iviiiiiiiiiiiens 64,241 74,239 8g,831 96,610
Molasses and sirups............. 61,577 10I,750 47,3717 127,381
QOilsecd cake and meal.......... 60,660 62,925 63,798 76,253
Skins and hides ............... 53,901 58,760 56,346 92,761
Oats ..ottt s 40,990 102,650 71,576 100,02¢
Sova beans o..oviiin e 43,200 226,090 52,934 | 107,612
Textiles voevviiiiniiiiiiiennnn 43,084 30,586 §I,009 75,652
Hemp, manufactured .......... 40,118 24,203 18,460 26,176
Bananas ........canniiinenanin 36,624 45,557 53,319 38,501
Tallow veeveeroracesorerrsans 36,573 30,364 26,331 32,050
Coconuts and products......... 20,543 24,064 22.747 14,933
Porcelain ware .............000. 26,400 25,324 45,934 51,608
Chemicals (unclassified) ........ 25,286 18,542 33,704 30,153
Fish meal ................ . 24,66q 32,473 35,860 37,601
Wines .veaian evsarasrrar ey 24,387 26,379 28,718 28,371
Fish oil ....ovvraiiiiaiaians 19,414 24,433 18,707 20,218
GUANO v viiivcenrrnncnnntnaanns 4,700 247,820 e 32,230
All others .....covvvivnnvnnnnn, 639,056 668,479 407,872 786,194

TOTAL ..ovviiiivnrannans 17,479,416} 18,355,360 | 17,607,364 (18,212,743

239



290 ~ THE PANAMA CANAL

the tonnage of scrap metal en route to Japan through the Canal
rose meteorically. In 1931 the tonnage of scrap metal carried
from Atlantic to Pacific through the Canal amounted to 46,904
long tons. In 1935 1,186,061 tons were carried through the
Canal. In 1939 the figure amounted to 1,200,368 tons. In the
years between 1934 and 1940c inclusive the aggregate shipments
of scrap metal moving to the Pacific ranked second in the list
of all commodities, save in the years 1934 and 1936 when they
dropped into third place behind shipments of mineral oils.**

The preponderance of cargo tonnage moving westward rather
than eastward in the United States-Australasian and United
States-Far Eastern trade may be explained by several things.
The primary commodity passing from Australia to the eastern
United States is wool. While this bulks large, and shipments
are extensive, the tonnage of wool per cubic foot of carrying
space of a vessel does not equal that of the manufactured and
other goods sent for many years in the return trade. The Far
Eastern trade is affected in somewhat the same way. Silk,
hemp, jute, and numerous other commodities imported into the
eastern United States from the Far East take up as much cargo
space as the oil, cotton, scrap iron, automobiles and sewing ma-
chines, for example, going in the opposite direction, but the
tonnage will not be as great. On the other hand, when ship-
ments of rubber, tin, and tungsten ore direct to the eastern
United States increase, the Atlantic-ward tonnage in the Far
Eastern trade is bound to rise. Until 1940, however, when the
United States commenced stock-piling these articles they did
not begin to compensate for the large shipments of heavy
cargoes to Japan for her war industry. An added explanation
of the preponderance of Atlantic to Pacific commerce on the
United States-Far Eastern route may lie in the fact that many
American vessels which go to the Far East by way of the
Panama Canal return to the United States via Suez or the
Cape of Good Hope.

M Annugl Reports, 193040,
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Cargo movements through the Panama Canal reflect various
aspects of political economy. Not the least of these is the in-
fluence of political policies upon the foreign trade of nations
whose commerce passes through the Canal. Alterations in the
commodities being imported by nations, or in the quantities of
given commodities being imported by them, usually have sig-
nificance attached to them. Similarly, the amounts and nature
of goods being exported by nations throw light not only on the
ability of producers to compete in world markets but also upon
the ulterior policies of nations. Increased shipments of mate-
rials useful in war to any country over a period of time reveal,
for example, the influence of the pelitical situation of the
country upon its foreign trade.

Looking back over the trade which has passed through the
Panama Canal during the years from 1930 to 1940, it cannot
be gainsaid that the Canal has benefited foreign Powers pre-
paring for totalitarian war and conquest. It has been an acces-
sory to the furtherance of aggression irreconcilable with the
national interests of the United States, destructive of the organ-
ization of world peace. By making it possible for some nations
to build up large foreign trades in markets where without the
Canal such would be considerably more difficult, and by facili-

tating the procurement and carriage of war resources in return .

as a result of exchange earned by their export trade, the Canal
has in a way contributed to situations enabling aggressors to
exclude American interests from large areas and to deny neu-
trals their rights to freedom of the seas. The logic of such facts,
the extraordinary character, as Secretary of State Hull put it
in testifying before the Congress of the United States in behalf
of passage of the Lease-Lend Act of 1941, of a world situation
in which the forces of some Governments “are not restrained by
considerations of law or principles of morality, which have no
fixed limits for their programs of conquest,” must impel specu-
lation as to whether the United States should, for the sake of
its own national interests as well as of world peace and order,
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seek ways and means of employing the Canal more extensively
or more exclusively as an instrument of national defense in
future times of peace when others may be preparing wars of
aggression. Grotius once remarked that all things are uncer-
tain when law is departed from. But there may be times when
“the most scrupulous observance by peaceful countries of legal
concepts provides . . . no security whatever.”

War is bound to affect the trade passing through the Canal,
in amount, in the direction and kinds of goods carried. This
was seen in the first World War in heavier traffic eastbound,
and in the large shipments of nitrates from the west coast of
South America. As the war continued foreign shipping tended
to decrease and American shipping to grow in propottion. In
the second World War much the same effects are to be observed.
Up to 1940 there was a noticeable increase in eastbound over
westbound traffic. After the summer of 1940 a decline in Euro-
pean shipping using the Canal was recorded as war action de-
stroyed shipping, and as plans materialized for ship conserva-
tion through the substitution of American for Allied vessels in
the Pacific to Atlantic haul, and through increased use of trans-
continental railroad handling to cut down the turn-around of
the ocean carriers. These fluctuations the Canal must endure.
It cannot make traffic where shipping is lacking. It cannot
offer safety to vessels upon the high seas, although its existence
may provide naval vessels and aircraft patrols with bases from
which to operate against raiders in the shipping lanes. 1t can-
not produce cargoes in foreign ports for the vessels which tran-
sit it. It can only provide a quick, protected, and relatively in-
expensive deep water highway between the oceans for shipping
bound hence. In time of war its mercantile advantages play a
less influential role in determining the courses of vessels than
in time of peace. Government orders and strategical factors
control movements to a large extent during war, and over these
the Canal as a commercial institution can exert little influ-
ence,
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Tug CANAL AND UNITED STATES FOREIGN TRADE

The quarter century since the Panama Canal was opened to
navigation has witnessed a tremendous growth in the foreign
commerce of the United States. This increase has been present
on all of the foreign trade routes of the United States which
pass through the Panama Canal. It cannot be maintained that
the Canal was solely respensible for this expansion in trade.
Wars in various parts of the world have created demands for
American-made goods, both during the course of hostilities and
in the reconstruction afterward. American mass-production
methods have reached their fruifion since 1914. American
inventiveness has produced a variety of goods and devices .
which have found ready markets abroad. The shifting of
wealth and the center of credit from Europe to America has
brought in its train a greater purchasing power in the United
States.

In all of the growth of United States foreign trade the Pan-
ama Canal has not been without some influence, however. By
reducing the length of many hauls to and from the United
States, and hence presumably freight costs, the Canal has acted
as a promotional agent. It has made all-water shipment from
ports on the Atlaptic to ports on the Pacific Ocean feasible,
eliminating expensive transcontinental rail transportation across
the United States.”® By helping to enlarge markets through
increasing their accessibility, the Panama Canal has had the
effect of stimulating the construction of new shipping which in
turn has sought additional trade throughout the world. By
cutting down the distance, time, and cost of many carriages,
the Canal has perhaps tended to encourage merchants taking
greater risks on transporting new or additional quantities of
articles to and from foreign markets.

1% The President of the American-Hawaiian Steamship Company has esti-
mated that shipment via the Canal saves approximately ten dollars a ton.

R. H. Lapham, “World Wide Changes in Trade due to the Panama Canal,”
Current History, July, 1929, pp. 643-652.
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Should an interoceanic waterway across the American con-
tinents cease to operate, it is possible that the sum total of
American foreign trade would not in the long run undergo a
serious drop, so insistent have the people of the world become
on interchange of goods, so mutually dependent are they upon
each other’s products. It is certain, however, that the closing of
the Canal would cause a major dislocation of trade, would
necessitate a radical readjustment of merchant shipping if it
were to be carried on on its contemporary scale. It is also
apparent that the longer hauls would mean increased costs.
These would tend to drive out of business those marginal trades
that depend upon low marketing cost and low price.

TaE CANAL AND UNITED STATES INTERCOASTAL TRADE

In point of volume of goods carried through the Canal, the
intercoastal trade of the United States has benefited more
than any other trade by the existence of the Panama Canal.
Intercoastal trade by water was by no means non-existent be-
fore the opening of the Canal There were three main routes
for such commerce: (1) the all-water route around South
America for sailing vessels, or through the Straits of Magellan
for steamers; (z) the Panama Route, involving transfer by rail
across the Isthmus; and (3) the Tehuantepec route, also de-
manding the unloading of cargo onto freight cars for carriage
across Mexico and reloading upon. ancther vessel on the oppo-
site coast. Both routes requiring overland rail transfer were
expensive due to freight-handling costs, demurrage, and rail-
road rates. Both were unsatisfactory because of the lack of
synchronization of steamship schedules in the Atlantic and in the
Pacific, with consequential delays.

The volume of intercoastal trade by water in pre-Canal days
was not negligible, but it was small compared with the amounts
of cargo which have been moved back and forth between the
coasts since the Canal was opened to navigation. The figures
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‘or three six-vear periods—1906—11, 1915—20, and 1934-39—
lustrate the tonnage growth.!®

The marked increase in trade shown immediately upon the
spening of the Panama Canal, and then the equally notable
reduction in 1916 and 1917 when the Panama Canal was closed
on account of slides, shows something of the true measure of
what the Panama Canal has meant to the east coast and west
coast of the United Stafes.

Intercoastal trade underwent a boom in the years following
the opening of the Panama Canal as the war industries located
in the eastern United States, the Allied countries in Europe,
and later the United States Government itself, demanded large
supplies of lumber, ore, petroleum, and other west coast prod-
ucts. After the close of the war in Europe the California oil in-
dustry expanded rapidly. Very large quantities of oil were
shipped through the Canal from 1921-24, resulting in an
increase of intercoastal traffic out of .proportion to all other
traffic through the Canal. The peak of 10,808,138 tons of cargo
carried on the run from the Pacific to the Atlantic in the year
ending June 30, 1924, amounted to forty per cent of the entire
cargo passing through the Canal on all trade routes. It set an
all-time high on the records of the Canal not approximated
since. After 1924 the eastbound carriage dropped off more or
less consistently. Oil shipments were curtailed as new oil fields
nearer the east coast markets were opened up in Texas, Mexico,
Venezuela, and Colombia. In recent years the eastbound trade
has tended more nearly to balance that going westward. But it
has never been as steady a trade, notwithstanding the fact that

36 Figures for pre~-Canal period from Johnson, op. ¢it., pp. so-31. Figures
from rgrs from Annual Reports of the Governor of the Panama Canal.

1000 eiennn. 469,027 fie} -, 1,846,658 (o ¥, I, 8,024,968
1907 cueannnn 42%7,682 1916, .00 vhns 444,388 10935 cnennaon 7,063,410
1908, .0uuia.n 371,538 I9I7 . eunennn 115,469 193600 00-n 7,718,075
TO00 . s ennesvs 434,208 I918. . ... 1,085,302 TQZTeeeevnnnn 6,340,157
TQIO. . vuennn 537,645 IGT0. v vvens 1,310,743 1038, .. ...eas 6,394,573

I9TI.ceenn... 808,138 I1920...00..- 2,562,527 1030 e uuunns 6,884,726
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many of the commodities moving eastward are raw materials
and consumers goods.

Barring the discovery of some new mineral deposits in the
far western United States, or an exceptional industrial devel-
opment on the west coast the supplies or products of which are
particularly adapted to water transportation, it does not seem
likely that there will be another spurt in the intercoastal trade
matching that of 1g21—24. A war in the Pacific might well
bring about, however, a rise in the average of westbound ton-
nage. This much is clear in any event, the eastern and western
United States have a greater stake in the maintenance of the
Panama Canal than any other sections of the country—one
might almost say than all the rest of the world.

Errect oF SmorTt WATER ROUTE ON TRANSCONTINENTAL
.RATLROAD RATES IN THE UNITED STATES

The few million tons of freight carried through the Canal
from coast to coast of the United States are a small propor-
tion of the 1,300,000,000 tons ordinarily carried across the
continent by railroad.?” Nevertheless, the growth of water
traffic operating in competition with land hauls has effected
railroad rates. Congress ordained long ago that competition
must be maintained between rail and water carriers. The Pan-
ama Canal Act of 1912 contained a provision preserving such
rivalry by making it “unlawful for any railroad company . . .
to have any interest whatever . . . in any common carrier by
water, operated through the Canal or elsewhere with which
said railroad . . . does or may compete for traffic. . ..”

Y. C. Kidd, Regulation of Intercoastal Commerce {Bureau of Business
Research Monograph, Pittsburgh, 1932), p. 24.

'8 Sec. 5, par. 9. 37 Stat. 360. “Inclusion of this section may be traced
to a Pacific Coast lobby which desired assurance that the Southern Pacific
would be unable to operate through the Canal the vessels of the Pacific Mail
which it controlled.” Henry, The Panama Canal and the Intercoastal Trade
(Philadelphia, 1929), pp. s1-52. The Pacific Mail Steamship Company, owned
by the Southern Pacific Railroad, had a preferential contract with the Panama
Railroad Company before the Canal was built, but was forced to give it up.
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In 1915 it was estimated that the Canal would have relatively
little effect upon the total volume of railroad traffic, since only
20-22 per cent of such traffic went from coast to coast, and by
far the greater proportion of that trade was in products not
subject to water competition, i.e., the fresh fruits of the West
which require speedy delivery and refrigeration,’® It may be
that the Canal actually influenced but a small percentage of the
total traffic. However, the railroads were loath to lose any
of their business and at the same time eager to take advantage
of the opportunity to apply for relief under the “long and short
haul” clause of the Fourth Section of the Interstate Commerce
Act. The railroads had long practiced discrimination in rates
between coast-to-coast hauls and carriage between two interior
points or between the interior and the coast. By the Interstate
Commerce Act of 1887 it was prohibited to charge less for
carrying freight a longer than for a shorter distance,® and by
the Mann-Elkins Act of 19102' Congress provided that the
charge for a long haul should not exceed that for a combination
of short hauls over the same distance. The Interstate Com-
merce Commission was given authority to grant relief from
strict application of these restrictions.

Although water competition was taken into account in rate
decisions prior to the opening of the Panama Canal, it had been
only a part of the railroads’ arguments for Fourth Section re-
lief.** Immediately after the opening of the Canal to naviga-
tion, the railroads applied for permission to charge lower rates
for the carriage of certain commodities to Pacific Coast termi-
nals than to intermediate points or for commodities not sub-
Ject to water competition.® The Commission at first granted

1% Bakenhus, Knapp and Johnson, The Panama Canol (New York, 1g1s);
Part VI, “The Commercial I'mportance of the Canal”

20 24 Stat. 379.

21 36 Stat, 339.

%2 21 Interstate Commerce Commission Reports [hereafter cited as I.C.C.]
329.

B 42 I.C.LC. 6rI.
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relief. In 1916 and 1917, however, this was rescinded. The
decision in 1916,** that water competition did not justify a
reduction of rates was influenced by the diminution of traffic
due to the closure of the Panama Canal from September, 1915,
to April, 1916, because of slides. In 1rg17, after the Canal had
resumed operation, the railroad rate applications were re-
opened.*® The case arose during the period when American
vessels were largely engaged in wartime trade with Europe, so
that the volume of intercoastal shipping was not large. The
report of the Commission in its decision to deny relief to the
applicants shows unmistakably the influence of the trade that
would normally transit the Canal upon transcontinental rail-
road rates.

We can see now no justification for the continued maintenance of
lower rates on any of these commodities from the Pacific ports to
the Atlantic seaboard than are applied from, to, or between inter-
mediate points [on account of existing water competition]. When
the water competition again becomes sufficiently controlling in the
judgment of the carriers to necessitate the reduction of the rates to
the coast cities to a lower level than can be reasonably applied to
intermediate points, the carriers may bring the matter to our atten-
tion for such relief as the circumstances may justify.

In short, the added water competition brought about by the
opening of the Panama Canal was responsible for reductions in
railroad rates in 1915, and the reduction of such competition
was equally responsible for the higher rate that obtained
in 1g917.

The Commission has been reluctant to grant relief since
19z0. In the Transportation Act of that year Congress put a
limitation upon the powers of the Commission in providing
that “no rate involving water competition . . . {should be]
lower than necessary to meet existing competition nor so low
as to threaten the extinction of legitimate competition by water
carriers,” *® Thus the Commission was forced to consider the

24 40 1.C.LC. 35. 25 46 1.C.C. 236. 26 41 Stat. 456.
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relation of the net rail revenue under a relief application to
the losses which would be suffered by the water carriers, as
well as the simple effect of the proposed change of rates on the
railroad’s finances.?” The result of this added responsibility is
demonstrable in the Transcontinental Cases of 1922. The rail-
roads presented evidence of the losses they were incurring on
specific items due to water competition,?® and asked that they
be allowed to reduce rates on such articles to 8o cents per ton
from the Middle West, as compared to the charge of 76.5 cents
per ton quoted on the same material by the rail-water route
from Pittsburgh. The application was refused, however, for
two reasons. In the first place, the Commission felt that relief
would give “undue or unreasonable preference or prejudice to
persons or localities” by altering the “natural” conditions in-
volved in competition between industries in two areas for mar-
kets in a third section. In other words, the situation sought to
be alleviated was one of market rather than of water competi-
tion. Furthermore, conscious of the responsibility placed upon
it by the Transportation Act, the Commissioners looked beyond
the figures presented to it by the railroads and concluded that:

The record shows that the total tonnage, both eastbound and west-
bound, of all the water lines is but a very small fraction of that of
the transcontinental carriers operating west of Chicago. It is evi-
dent, therefore, that the diversion of any substantial tonnage from
the water lines would have but an inappreciable effect on the net
revenues of the rail carriers. On the other hand it might very seri-
ously impair the ability of the water lines to maintain their present
standard of service.®®

27Tn interpreting this provision the Supreme Court has said, “The ad-
monition does not mean that the carriers by rail shall be required to maintain
a tate that is too high for fear that through the charge they may cut into
the profits of carriers by water. The most that it can mean . . . is that where
carriers by land and water are both within the range of the regulation of the
Commission , . , there shall be impartial recognition and promction of the
interests of all.” Mississippi Volley Barge Line Co. v. U. 5., 292 U. 5. 282, 288.

28 1oy 1.C.C. 421. The movement of iron and steel articles to the west
coast during the months June, July, and August of the years rgzr, 1922, and
1923 may he given as an example.

29 Ibid,, P. 439
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Rates were lowered in 1931 and 1932, and again one reason
given for reduction was water competition. In December, 1936,
freight charges were increased as a result of the infercoastal
water carriers increasing their rates.®® Nevertheless a few
months later the Commission denied an application for Fourth
Section relief. If reported that “a threatened reduction in rates
by the water lines is not alone a sufficient reason for denying
relief where the proposed rates appear to be lawful, and carriers
have a right to initiate rates within the zone of reasonahleness
that will enable them to obtain or retain traffic over their own
lines.”” 3

The desiderata of the competition between the steamship
lines and the transcontinental carriers would seem to be that teo
small a proportion of total railroad traffic was touched by the
water competition created by the Panama Canal to lead the
Interstate Commerce Commission to sanction marked changes
in railroad rates generally. But such a decision was reached
only after the Commission was charged with considering the
welfare of the water carriers as well as of the railroads. It
seems possible that had the railroads not been limited by gov-
ernment regulation of rates the water competition brought on
by the opening of the Panama Canal would have resulted in
decidedly lower railway charges.

THE Panama CANAL AND THE NATIONAL Ecowomy

The part played by the Panama Canal in reducing the dis-
tance, time, and cost of a sizable amount of water-borne com-
merce, in opening up new markets and changing directions of
trade, and in exerting some effect upon transcontinental rail-
road rates within the United States, does not tell the whole
story of the economic importance of the Panama Canal. The
Canal represents an investment by the United States Govern-

20 529 LC.C. 346, 434

31229 LC.C. 171, 174. Similar ideas are expressed in zro I.C.C. 314; 226
I.C.C. 115, 326; 211 1.C.C. 535; 218 I.C.C. 637.
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ment. The questions may properly be asked: What has the
Panama Canal cost the United States? What return has it
brought to the Government?

Cost oF THE CaNAL as A CoMMERCIAL ENTERPRISE

Querijes regarding the cost of the Canal would have been
unanswerable before 1922, and a satisfactory answer is elusive
today. ‘The capital invested by the United States in the Canal
as a commercial enterprise was computed in 1922, and has
been adjusted and published annually in the Reports of the
Governor since that date. In 1940 the total capital invest-
ment of the United States in the Canal was computed as
$559,635,638.06.% This amount includes the costs of construc-
tion, interest thereon from rgo4 to 1920,*® payment to Panama
to 1920,** the sum given the New Panama Canal Company of
France for the acquisition of its property and rights
($40,000,000), and an item labelled “defense capital expendi-
ture” referring to outlays for the construction of stronger or
more numerous structures and equipment than commercial
usage alone would dictate® It does not include “the cost of
fortifications or maintenance of the military establishments on
the Isthmus,” as such expenditures are covered by appropria-

32 Annual Report, 1940, DP. 117, F25. Depreciation of $26,409,677.61 was
charged in rg4o against the total capital investment.

33 The net appropriations by Congress for capital investment from 1904
to 1940 have been $430,644,575.06. The interest figured thereon has been
$128,991,063.00. Since r92c interest has not been charged, but the Canal
administration has endeavored to return 3 per cent annually, and interest
charges bave been computed for each year. Ibid., p. 102. Thus, for 1940 the
computed interest at 3 per cent was figured at $15,243,237.66. The total com-
puted interest from 1921 to 1940 has been figured as $301,662,042.00 whereas
the net revenues for the same period total $271,237,715.62, leaving a paper
deficit of $30,424,32%.28. Ibid., p. 123.

34 Article 14 of the Convention of Nov. 18, 1903, provided for a cash pay-
ment of $10,000,000 and a yearly payment of $250,000. Article VII of the
1936 Treaty provided that beginning with 1934, the annual payments should
equal £30,000 balboas.

35 Infra, pp. 303—306. This was figured in 1031 s $113,12%,337.75. Annual
Report, 1931, p. 110.
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tions for the Army and Navy.?® Although criticisms have been
levelled at minor items of Canal accounting,®™ particularly on
the ground that the system is not entirely clear, the above-
mentioned appraisal of the United States’ investment in the
Canal as a commercial enterprise may be accepted for present
purposes.

In addition to the capital investment in the Canal, the cost of
operation and maintenance since it was opened to naviga-
tion has amounted to $201,755,078. Sanitation has cost
$19,310,892; civil government, $25,085,780; payments to Pan-
ama since 1920, $6,260,000; and there have been miscellaneous
expenditures of $1,497,652.42. These various items total
$253,010,302.42.* Adding this sum to the capital investment
in the Canal as calculated in 1940, plus the $25,000,000 paid
to Colombia during President Harding’s administration, the
cost of the Canal to the American people as a commercial enter-
prise may be figured as amounting to $813,545,040.48 up to
June 30, 1940.

RETURNS 0N THE CoMMERCIAL INVESTMENT

Having determined the cost of the Canal as a commercial
venture, it may next be asked what economic return the Canal
has brought on the investment. By far the largest item in such
an account is tolls for vessels tramsiting the Canal. Tolls
collected during the fiscal year of 1940 amounted to
$21,177,243.04, out of total Canal revenues of $22,320,600.85
for that year. Since 1925 toll receipts have ranged between a
high of $27,123,534.33 in 1929 and a low of $19,621,158.61
in 1933, although in each of the five years preceding 1940
receipts were above the twenty-four million dollar mark. All
told, Canal tolls have brought into the United States Treasury

26 Ibid., 1931, p. 130.

3"H. G. Miller, The Isthmion Highway (New York, 1929), Chap. V; H. G.
Miller, Letter to the New Vork Times, Mar. 18, 1939; Dimock, eop. cit., pp.

150-153.
8 Annual Report, 1940, p. 124.
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$474,341,998.20 from the time the Canal was opened to navi-
gation in 1914 to June 30, 1940. Total revenues of the Panama
Canal, including civil revenues and business profits, during the
same period of time amounted to $497,076,221.33.% Compar-
ing this with the total cost as figured above, it will be observed
that in the comparatively short period of twenty-six years of
operation the Canal has managed to earn back well over fifty
per cent of not only the total capital investment but also of the
cost of operation and maintenance and of other expenditures
related to the enterprise. This has been the case notwithstand-
ing the fact that during the period since 1914 the Canal was
closed to navigation for a time on account of the slides, the
first World War intervened with its attendant destruction of
shipping and dislocation of foreign trade, and that there was a
world-wide economic depression.

Inasmuch as the capital investment includes the payment
to the New Panama Canal Company in 1904, which entailed
the transfer of ownership of the Panama Railroad Company
to the United States, it is only proper that to arrive at a fair
balance between the cost and return of the Canal undertaking
the net profit derived by the United States Government from the
Panama Railroad Company should be added to the total rev-
enues of the Panama Canal. This is fitting because of the fact
that the Railroad Company is held and operated as an adjunct
of the Canal. By arrangement between the United States Gov-
ernment and the Board of Directors of the Panama Railroad
Company, the latter pays a dividend of $700,000 annually to
the United States Treasury. The remainder of its revenues
and profits the Company keeps under its own control, for in-
vestment and expenditure when and as voted by the Board of
Directors. Computing the dividends for the thirty-six years

32 Annual Report, 1940, p. 123. Charging against the total revenues from
1914—40 the met appropriation expenses, after deducting Canal earnings repaid
to appropriations, a total amount of $225,838,50%.77, the Canal Administration

reckons the met revenues accruing to the United States from the Canal for
the period 19r4—40 inclusive as amounting to $27,23%,715.62. Ibid.
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from 19o4—40, the United States has received from this source
an additional $25,200,000.00. This means that as against the
expenditure out of national funds of $813,545,040.48 from
1904—40, the United States Government has received back in
revenues during that same period of time a sum total of
$522,276,221.33. This is an eminent achievement. Given a
Canal uninjured by belligerent activities, a normal redevelop-
ment of ocean-borne commerce after the termination of the
contemporary warfare, and the non-recurrence of world-wide
conflict for another twenty years thereafter, the expectancy
would appear warranted that by 1960 the capital invested in
the Panama Canal as a commercial enterprise, as it stands
today, will have been recovered in full, and the annual revenues
will be producing a clear profit. Such a proposition excludes
the monies now being laid cut for the construction of the third
set of locks, and any large capital expenditures which may
have to be made before 1960 for the rebuilding of any of the
present locks, for excavation necessitated by any new disas-
trous slides, and for any other increments or replacements con-
nected with the Canal.

The Government in Washington has not charged The Pan-
ama Canal interest on the money which has been appropriated
and expended for the Canal. No payments have been made
by the Canal on the principal with earmarked Canal appropria-
tions. Most of the bonds issued during the construction of the
Canal have been retired from the general funds of the United
States Treasury, whence Canal revenues are sent.** Notwith-
standing this The Panama Canal has for many years endeav-
ored to conduct its operations in such a manner as to earn
three per cent on its capital. The financial statement submitted
each year in the Annual Report of the Governor of the Panama
Canal contains a capital interest item of three per cent which

4% Hearings on Additional Imtercceanic Canal Facilities, Committee on

Merchant Marine and Fisheries, House of Representatives, 66th Cong., rst sess.,
1921, p. 122,
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is tallied against net revenues. Revenues exceeding the capital
interest figure are regarded as surplus.*!

The capital investment in the Canal as set forth in the
Annual Report of the Governor of the Panama Canal contains
a sum of $113,000,000 in round numbers labelled “defense
capital expenditures.” ** Listed under this heading are amounts
spent in the construction of the Canal over and above what
would have been strictly necessary for commercial purposes.
Items range from coaling stations, oil pumps, to armor plate for
the spillway gates.*® The list includes measures which make

" The following table of Net appropriation expenses, Net revenues, Capital
interest, and Computed surplus is taken from the Annual Report, 1940, p. 123,

Fiscal Net appropria- Computed surplus,
year tion expenses  Net revenues Capital interest  ov deficit {D)
IGZT au..,. $9,578,300.14  $2,461,816.56 $14,674,064.74 $12,213,148.18 D
1922 ....... 8,469,017.63 3,239,833.85  15,253,780.02  12,013,046.17 D
1923 suuennn 8,240,777.56  10,501,700.00  5,202,430.18 4,610,721.18 D
1924 ....... 8,923,905.39  16,639,572.62  15,150,500.33 1,508,672.29
1925 ....... 8,666,603.44  13,681,841.57  13,095,730.40 1,417,388.92 D
1926 ... 8,543,468.47  15442,678.35  15,085,580.64 357,397.71
1927 voiunnn 9,547,715.02  15,037,630.60  15,068,580.79 869,049.81
1928 ....... 9,501,200.82  18,411,564.20  15,035,020.29 3,370,535.00
1020 ....... 10,187,150.71  1%,917,625.27  15,013,374.55 2,604,250.72
030 ...l 9,803,020.01  18,203,423.44  14,987,527.89 3305,805.53
I93T wevnnin 10,693,353-53  14,850,091.38  14,086,578.04 120,586.66 D
1932 ....... 10,239,211.84  11,35L,896.32  14,043,807.66 3,501,911.34 1)
1633 .ueen.. 9,555,672.02  I1,511,209.37  14,907,732.16  3,396,522.59 D
1934 .-vuein 7,931,383.77  17,597,103.18  15,036,203.81 2,557,896.37
1935 iiaen 9,481,420.57  14,960,722.62  15,124,103.30 163,470.77 D
1936 ....... 0,6735,067.13  14,875,835.77  15,159,597.04 z87,757.27 D
I937 ceenenn 10,289,624.05  13,873,045.37  15,205,307.30 1,331,451.93 D
1938 ....... 9,575,624.32  14,354,515.86  15,229,992.24 675,476.38 D
1039 ....... 10,148,272.18  14,342,343.67  I3,250,404.568 goBo6r.01 D
TG40 <ur.ann I0,041,950.30  12,287,650.55  15,243,237.66 2,935,578.11 D

42 This item was added on the books in 1924, and adjusted in 1925 and
1926. Annucl Report, 1924, p. 68; ibid., 1923, p. 703 ibid., 1926, p. 85, The
amount remained fixed but was still shown as an item until 1931. In recent
years the sum has not been separated on the General Balance Shect from
“Canal general property.” In 1939 therc appears an item denominated “Canal
defense property.” This may indicate new expenditures to decrease the danger
of demolition by attack which are represented as additions to the physical plant
of the Canal rather than to the military establishment as such. Ibid., 1939,
p. T00.

4% An itemized account may be found in ibid, 1925, p. 8z.
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the Canal itself less vulnerable to attack and those Canal Zone
enterprises which contribute to the self-sufficiency of the area.
These are called “defense capital expenditures.” But, accord-
ing to the Governor, “neither the capital nor operating expenses
of the Panama Canal include the cost of the military establish-
ments on the Isthmus,” nor their maintenance.**

ExXpENDITURES FOR THE DEFENSE OF THE CANAL

Estimation of the sums the United States has allotted to the
defense of the Canal has been excluded from the calculation
of the capital investment. It has not been considered fair to
commercial traffic, particularly to the ships of foreign nations,
to make them carry any part of the financial burden of defend-
ing the Canal. This is a task which rests wholly with the
United States. Tolls and charges for other services have been
fixed with the idea of paying moderate returns on the Canal as
a commercial enterprise. Quite apart from treaty provisions,
the Canal was not constructed for commercial purposes alone.
As was emphasized in Chapter I, the determining motive in
undertaking the construction of the Canal was the part it would
play in the national defense by making it possible for the
American Fleet to move rapidly from the Atlantic to the
Pacific, or vice versa.

Although it is quite right to separate the commercial func-
tions of the Canal from the defensive aspect in determining the
charges for Canal service, the sums spent on defense should be
included in any attempt to evaluate the place of the Canal in
the national economy. Tt is easy to suspect that the Govern-
ment has spent more for defense in the Canal Zone than pub-
lished statistics indicate, but it is difficult to prove it or to
present any clear picture of the cost of fortification and defense
of the Panama Canal and the Canal Zone. Strategy naturally
dictates a certain secrecy. According to Treasury Department
figures, expenditures for defense from 1911 to 1938 amounted

44 1bid., 1938, pp. 136-137.
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to $45,334,171.08.*° That amount includes expenditures made
from specific appropriations for the fortification of the Canal.
It does not reveal what funds may have been made available
from general appropriations, not otherwise specified, for na-
tional defense and security. The inadequacy of the sum is evi-
denced by the statement of Brigadier-General George V.
Strong, the Assistant Chief of Staff, War Plans Division, of
the War Department during a Congressional Hearing in March,
1939, to the effect that “we have already spent in the defense
of the Panama Canal over and above any matter of operation
and maintenance, so far, $110,000,000.” ** Operating expenses,
including the upkeep of the existing fortifications and the pay
of the soldiers who man the defenses, he estimated to be about
$19,000,000 yearly.!” .This latter figure may be assumed to
have been variable, growing from vear to year since 1911 as
the extent of the fortifications and defense facilities have in-
creased, and fluctuating as national policy has dictated from
time to time the supplementation or decrease or personnel and
equipment stationed in the Zone.

Another portion of Canal expenditures has to be added
before any sort of estimate can be made of the amount the
United States Government has invested in the Panama Canal
and its surroundings. That is the recent authorization of a
third set of locks. The new locks have been justified essentially
as a defense measure, For the construction of these new locks
and their separate approach channels, Congress has authorized
an expenditure of $277,000,000. The appropriations for this
purpose, as well as for the construction of special protective
works for the present lock system, will not be charged to the
capital assets of the Canal, toward which the commercial earn--

45 dumyal Report of the Secretary of the Treasury, 1938 (Washington,
1939), D. 455. The first appropriation for fortifications at the Canal was made
in zo1r, 36 Stat. 1440.

“8 Hearings before the Committee on Merchant Marine and Fisheries,
Additional Interoceanic Canal Facilities, H, Rep. 76th Cong., st sess.,, March
14, 15, 16, 1939, P. 65.

47 Ibid.
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ings are directed. They will be carried as a part of the defense
budget. If and when the new locks begin to be used by com-
merce, a part of their cost may be added to the capital structure
of the Canal.

Combining General Strong’s estimate quoted above with 1940
and 1941 appropriations for defenses in the Canal area*® it
would appear that an investment of approximately one hun-
dred and fifty eight million dollars has been made by the War
Department in the Canal Zone region for its defense, exclusive
of the expenditures for operation and maintenance of the de-
fense works and for military personnel, up to June, 1941.

Naval establishments near the Canal include both a sub-
marine and air base at Coco Solo, a naval base at Balboa, as
well as numerous radio stations in the Canal Zone. Their cost
up to and including 1939 has been estimated as approximately
$53,000,000.*" Adding the figures for the military and naval
establishments at the Canal Zone to the total reckoned above
on page 302 as representing the investment in the Canal as a
commercial enterprise, the cost of the Canal to the people of the
United States rises to the grand sum of roughly over one billion
forty million dollars. This is not all, nor is it complete. Gen-
eral Strong’s figures for the military investment for the defense
of the Canal admittedly do not include operating expenses and
pay for the soldiers. Investments for naval facilities likewise
do not include operating expenses or pay. Finally, the gross
cost of the Canal should not overlook the cost of the Navy
and Army as a whole. Without the existence of these services,
special services and units would have to have been recruited,
constructed, trained, and provided for Canal protection.

The Panama Canal is under the supervision of the Secretary

“H. R, 8668, Pub. No. 633, 76th Cong., 3d sess.; H. R. gz09, Pub. No.
611, 76th Cong., 3d sess.; H. R. 8438, Pub. No. 588, 76th Cong., 3d sess.
This does not cover appropriations voted after June, 1941.

40 Total Expenditures by Title and Yards,” Annual Report of the Pay-
master General of the Navy. The exact sum from 1916 to 1939 exclusive of

the amount spent in 1924 is $52,199,620.10. Figures for 1924 were not avail
able.
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of War. Locally it is protected by the Army of the United
States, by means of coastal fortifications and defenses, the
Army air force, and troops stationed on the Isthmus. The pri-
mary defense is elsewhere, however, on the seas and in the
bases stretching far from the Canal terminals. The United
States Navy, with its ships scattered widely upon the high
seas, protects the Panama Canal as truly and as directly as
does the Army. Part of the naval defense may be measured
in the naval yards and bases in the Canal Zone, from which

vessels and naval aircraft may operate and be directed. Part of

the defense can be measured only in ships cruising the seas.
And a part can be calculated upon the naval bases located all
the way {rom Newfoundland to Pearl Harbor and Unalaska.
United States naval bases wherever they are situated are a part
of the defense of the Panama Canal, as well as of the con-
tinental United States. The naval defense of America is uni-
tary. One cannot apportion percentages of expenditures for the
United States Navy to different parts of the United States and
its possessions. The Navy exists to defend the whole; no fixed
part of the fleet is charged solely with the protection of the
Canal, as distinct from the rest of the naval task or from the
rest of the fleet. Figures can be set down for what has been
spent for naval establishments of one sort or another within
the Canal Zone, but these figures are far from representing the
full cost of the defense of the Panama Canal. That cost can be
reckoned only as an undefinable part of the cost of the United
States Navy as a whole, Hence, one cannot compute on paper,
with exactitude, the gross cost of the Panama Canal to the
people of the United States.

TrE NET RESULT

For all of its outlay the United States has received a mon-
etary return. It is not large as governmental statistics go these
days, but the Canal is not an end in itself. It is a means by
which the trade, security, prestige, and power of the United
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States may be enhanced. It is an important link in both national
and hemispherical defense. It would not be possible to
enumerate with finality the military and naval cost of defending
and protecting the Canal as an isolated object or possession.
In dollars and cents the cost may have been tremendous. The
return has not been entirely in such terms, but also in the
political realm of increased independence, security, and freedom
to trade and live as national inclinations may determine. These
things cannot be measured in gold or cash. Moreover, there is
a certain prestige in controlling one of the two great canals
of the world.



CONCLUSION

Tue Panama Canal, in peace and in war, has amply justified
the beliefs of those who for decades before its comstruction
maintained that such a canal was indispensable to commerce
and to defense. It has promoted the movement of goods be-
tween nations generally, while particularly benefitting the
peoples of the American Hemisphere in their trade with one
another and with various parts of the world. Through augment-
ing the mobility of the armed forces, it has increased the secur-
ity of the United States, as well as of those regions whose inde-
pendence and integrity it has regarded as vital to its own, To
the extent that the Canal has enabled industries in the United
States to expand, the merchant fleet to operate more efficiently
and widely, and the naval forces to move readily from ocean to
ocean as circumstances require, it has at the same time made it
possible for the nation to more effectively realize the fulfillment
of its national policies.

A canal so vital to the national interests naturally deserves
protection in its own behalf. As indicated in the previous Chap-
ter, the Government of the United States has devoted much
attention and the expenditure of considerable funds to this over
the years. The concentration of troops and military equipment,
the extensive fortifications and anti-aircraft measures, the naval
facilities and forces located at the Isthmus, stand as warning to
all that the United States intends to protect the waterway and
the adjacent Zone from harm by others, and that it means to
see to it that vessels resorting to the Canal for transit shall
comply with the laws and regulations in force. -

The enforcement of the laws, together with the immediate
safeguarding of the Canal structures, lies within the province
of the Canal authorities, as pointed out in the preceding Chap-

311
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ters. Defense, however, remains with other agencies, namely,
the Army and the Navy. While their presence at the Isthmus
has been and always will be essential to the operation and pro-
tection of the Canal undertaking in the largest sense, the nature
of their activities and the manner of their defense of the Isth-
mian region fall outside a discussion of the operation and main-
tenance of the Canal as such. The Panama Canal and the
armed forces exist side by side. They are closely related. Yet
they are kept distinct at all times, save when after the proclama-
tion of a national emergency the President may order the Com-
manding General of the Army stationed at the Canal Zone to
assume full control of the Canal and of all activities within the
Zone.

As the Canal is related to the security of the nation and of
the hemisphere, so it is itself dependent in part for its own
security, upon the screen of defense arrangements which have
been worked out during recent years in the lands and islands
concentric upon this focal point. In matters of defense there is
an interdependence of all. As the Canal promotes the security
of other places, so it in turn must be secured from without, as
well as from within, in a world ig which military craft are
capable of operating over radii of thousands of miles and at
speeds running into hundreds of miles per hour.

If manifest destiny impelled the United States to acquire and
to fortify an interoceanic canal across the Isthmus of Panama,
the basic elements of that destiny require that the United
States retain “in perpetuity” the use of that waterway, as the
treaties provide. For the Canal is necessary not alone to the
commerce and naval forces of the nation and of its iriends, but
also for the Zone which surrounds it, and which functions as
a stepping stone for the newer craft of the air, which in turn
unite and protect the lands of the American Hemisphere.

The negotiators of the treaties which gave the United States
its rights for unilateral construction, operation, maintenance,
sanitation, and protection of the Panama Canal, laid a broad,
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a sound foundation. The basic rights and powers which were
obtained by the United States in 1901 and in 1903 have proven
in practice to be generally adequate for the satisfactory hand-
ling of the problems of administration and operation of the
Panama Canal in war and in peace. The Canal builders con-
structed a waterway which has stood the exacting tests of
nature and of human usage. Their estimate of the demands
which would be placed upon the waterway has proven a wise
one. Only today are the characteristics of vessels becoming
such that larger locks are necessary. A third set of locks, with
their separate approach channels, has become necessary, how-
ever, not only for the reason that vessels are now being con-
structed whose dimensions would make lockage difficult or
impossible with the existing chambers, but for the assurance
of uninterrupted communication at all times which another,
removed Jock system will provide.

President Theodore Roosevelt, speaking after the events of
1903, emphasized the responsibility which lay upon the United
States to end the delays which had been impeding the construc-
tion of an inter-oceanic canal. He pointed to the duty which
then rested with the United States to open an artery across
the continent for the commerce of the world. The manner in
which the Panama Canal has been administered in the vears
since its opening in August, 1914, expediting the movement of
a sizable percentage of the world’s shipping, demonstrates that
the United States has not been remiss in extending to others a
share of the benefits which it has secured to itself. Although
an extensive body of rules and regulations has been amassed
for the control of traffic and the governance of all matters con-
nected with the Canal and Canal Zone, the statistics on the
numbers of vessels of various nationalities passing through the
Canal year after year, together with the smooth, expeditious
way in which many transits are effected day by day, indicates
that an acceptable mean has been found between guarding the
safety of the Canal and the ready passage of vessels of in-
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numerable sorts. The combination of the numbers of vessels
passing through the Canal, and the receipts coming to the
United States Treasury from tolls, shows that the waterway is
profitable to user and owner alike. Moreover, the compara-
tively small number of litigations against The Panama Canal,
and international disputes which have arisen over it, attest the
fair and judicious character of the administration by the Canal
authorities. The record is indeed one of which the United
States may be justly proud. The enterprise deservedly ranks
as one of the major achievements of the United States.

The Treaty of Friendship and Cooperation with the Republic
of Panama, proclaimed on July 27, 1939, and undertaken
dccording to the principles of the Good Neighbor advocated by
President Franklin D. Roosevelt, was a signal step in the pro-
motion of the mutual interests of the two nations most directly
concerned with the Panama Canal. For its advancement of
friendly cooperation in the realization of these interests, the
Treaty may well stand as another milestone in the construction,
operation, maintenance, and protection of the Panama Canal.
Thanks to the policy manifested through this act, the defense
of that which is itself so intimately a part of the defense of the
American Hemisphere and of democracy has come to be a cause
of concern and, happily, of cooperation too, of the American
Republics as a whole.

A century ago the Great Liberator, Simon Bolivar, looked
forward to the time when the Americas would find a common
meeting ground at the Isthmus of Panama. Today, the Canal
which united the waters of two oceans by cleaving the lands of
the continent has become a means of fulfilling that hope. The
Panama Canal in peace and war has opened one of the doors
to the unity of the American nations.
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Frelinghuysen, Frederick T., 13, 14,
17. :

Friendship and Cooperation, See
General Treaty of,

Fuel: pumping, 199, 203, 219, 266;
provision te belligerents, 127—128,
145-146.

Gaillard, D. DD, 28.

Gaillard Cut, 26, 84n, 88-89, g7,
207, 200, 210.

Gambia, 88, z10.

Gamboa, 88.

Gatun electrical station, 210,

Gatun Lake, 85, 88, 209,

Gatun locks, 85, 88.

General counsel, 197, 238-239.

General Manager of Commissaries,
220-221.,

General Manager of Panama Rail-
road, 1gy, 255-256.

General Purchasing Officer,
2535,

General Treaty of Friendship and
Caoperation, szn, 55, 63, 64~80,
g6, 118-119, 157, 225, 256N,

2IQ,
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Gibraltar, distances from, 262, 263.

Goethals, George W., 24, 28, 194,

“Gold employees,” 240, 242, 243,
244.

Good Neighbor Policy, 31, 64.

Gorgas, William C., 28.

Government v. Digz, son.

Governmeni v. Flonnery and Lor-
enz, gfn,

Governor: first designation, 23; ap-
pointment, 18¢, 197-198, IGg—
200; policy-making powers, 156~
197; general powers and author-
ity, g9o—9I1, I102-I04, I0O-I07,
121, 132m, I47, 164-166, 171—
172, 176, 193—108, 206, 213214,
215, 258; president Panama Rail-
road Co., 194, 254; recommends
construction third Iocks, z214;
assistant to, 197.

Great Britain: control of Mosquito
coast, 6-7; Clayton - Bulwer
Treaty, 7—9, 13; Hay-Pauncefote
Treaty, zo—21, 32—42; and neu-
tralization, 32—33, 36; tolls con-
troversy, 4o—41; modification
Hay-Pauncefote Treaty, 196; use
of Canal by belligerents, z26n,
130, 131, 145-146; and U, §.
defense of Canal in war, 137~
138.

J. N. Gris v. The New Panama
Canal Co., agn.

Guarantee of Canal route, 4, 7, 8, 9,
11, 12, 22, 44, 63.

Hains, Colonel, 19.

Haupt, Professor, 1g.

Hawaiian Islands, 18.

Hay, John, 1g-21, 22, 28, 32, 34,
38, 30, 47-48, 49, 61, 133, 143.
(Se¢ also treaties bearing his
name.)

Hay-Herran Treaty, 21-22, 46.

Hay-Pauncefote Treaty, zo-z1, 32,
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3343, 55, 5839, B89, 92, I,
121, 123, Iz25, 120, 128, 138, 141,
153, 162, 169, 176.

Hay-Varilla Convention, 22, 32, 44~
59, 62, 63, 64, 75-76, 119, 123,
137, 144, 173, 176, 252.

Health Department, 74, 246-250.

Highways, 76, 195~106.

Hise Treaty with Nicaragua, 6, 7, 8.

Honolulu, routes to, 261263

Hospitals, 6gn, 24¢.

Hotels, 69, 225-226.

Housing, zry-21o.

Huastua Petroleum Co., v. U. S,
182n.

Hughes, Charles E., 471, 491, 50.

Hull, Cordell, 68n, yor, 77, 201.

Humboldt, Alexander von, 3.

Inspection of vessels, 83-84, 93-c4,
165, 18cn, 194, 203.

Intercoastal traffic, z72-273, 204-
2g6.

Interest on capital investment, 303.

Internationalized, Panama Canal
not, 4o.

Interstate Commerce Comrmission,

297, 298, 299, 300.

Intervention in Panama, 61-62,
630, 64n, 75. )
Investment, See Capital Invest-
ment.

Isthmian Canal Commission, 21, 22,
23-25, 44, 187, 193-194.

Johnson, Emory, 19, 110-111,
Justice, Department of, 191, 245,
246.

Klein, Mateo, 250n.
Knox, Philander, 40, 41.

Labor unions, z42-243.
Land, treaty- rights to, 45, 46, 48,
49n, 66, 67.
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Lansdowne, Lord, 38.

Lansing, Robext A, 132, 1420, 143,
I5In, 152, 158,

Lansing-Morales Protocol, 129-130,
146mn, 158,

Laws applicable to Canal Zone,
185-186, 245.
Lend-Lease Act,

291,

Lighthouse Subdivision, ze3.

Liverpcol, distances {rom,
263.

Locks: operation of, 84-88, 1450,
203, 210; dimensions oi, §5-86;
third set of, 85, 157-158, 214-
215; damages while in, 101-104;
Superintendent of, 2711,

Lock canal: question a3 to construc-
tion of, 24—26; vulnerability, 3o.

Lockmaster, 85.

Luckenbach 5.5. Co.,v. U. S, 1841,

Lull-Collins expedition, 1on.

o941, I175-177,

262,

Madden Dam, 76, 1935, 108, 205,
210, 212,

Magellan Straits, distances by, 261,
262, 294.

Magistrates courts, 245.

Malaria control, 23, 248-240.

Malling, S.5., 1300,

Manifest destiny, 1, 16, 18.

Margarita, 218.

Marine Division, 201—205.

Marine Superintendent, 18, 84, 190,
197, 2062—205, 206,

Maritime Canal Co., 14, 16, 17.

Marshal, U. 8., 246.

Martial law, 170

Materials of war, carriage of, 34,
51, 133-134.

McCain, W. D., 4710, 40n.

McConanghey v. Morrow, gq2n,
186n.

Mcllvaine, Clovd A., 236.
Measurement, Rules of, 83-84,

INDEX

108~11%7, 119G, 203-204,

Suez rules, 110, 113.
Mechanical Division, 201, 205—207,

266; Superintendent of, 206-207.

267;

Merchants, Panamanian, oppor-
tunities for, yo—~7r1, 72.
Metal Trades Council, Panama,

242-243.

Military sites, 67—68, 137m, 157.

Miraflores electrical station, 2ro.

Miraflores Lake, 88.

Miraflores Locks, 85, 89.

Miner, Dwight, 1g, 44n.

Monoply of interoceanic communi-
cations, 53—54.

Monroe Doctrine, o, 11.

Morales, Eusebio A., 129, 130, 158,

Morgan, John T,, 17.

Morrison, George, 1q.

Mosquito coast, 6-7.

Mount Hope, 222, 224, 225.

Municipal Engineering Division,
201, 211,

Munitions, carriage of, r33-134;
loading or landing, 128.

National defense, canal and, 3o.
(See also Defense,)

National emergency, 164, 165, 180~
181.

Naval, patrols, 140, 180.

Naval sites, 58.

Nazvigation: Canal opened to, 82;
Rules and Regulations for, 82,
84, 88, gz2-Tos, 129, 133, 133,
136, 142, 167, 202, 203; enforce-
ment of Rules, 126-127, 130-131,
136; aids to, 199, zoz.

Navy and Canal, rs-16, 30, 190~
191,

Neutrality: threat to, 76, vy, 78;
General Proclamation, 1934, 124-
125, 159; Proclamation of, for
Canal Zone, 1914, 126-129, 130
131, 141, 1430, 159, 160; Repub-



INDEX

lic of Panama and, 129; effect of
U. 8. proclamation of war upon,
137-138; DProclamation, 1917,
I14I-143, 145-146; General Proc-
lamation, 1939, 158-159, 160;
Proclamation of, for Canal Zone,
1939, 150-161, 176—177; forbid-
den acts, 1500,

Neutrality Act, 1939, 173-174.

Neutralization:  Hay - Pauncefote
Rules, 33-35, 123; limited to
U. 5., Britain, Panama, 33, 36,
37; compared with Suez, 34-36:
Canal Convention, rgo3, 55-58,
123; belligerent vessels and, 123;
when U. S. a belligerent, 137138,
144, 181; modification of treaty
rules, 176.

New Granada, Treaty of 1846, 43,
5, 11, 12, 20, 22; Panama Rail-
road concession, 250-25I,

New Orleans, 261, 262.

New Panama Canal Co,, 19, 20, 21,
22, 23, 43, 461 183: 250, 25I-252,
301, 303. )

New York, distances from, 261-
263.

New York ex rel. Rogers v. Graves
et al,, 185n.

Nicaragua: British control of canal
route, 6; Hise Treaty, 6, 7, 8;
Squier Treaty, 7; Frelinghuysen
Convention, 13; Hay Protocel,
1g—20; Bryan-Chamorro Treaty,
28; canal, 2, 6-7, 10, 14, 17, 18,
16, 20, 28-29.

Noble, Alfred, 19, 25.

Notes, Exchanges of, 1936, 1939.
(See Exchange of Notes.)

Obaldiz, J. D. de, 47, 49.

Olrey, Richard, 17.

Operation and Maintenance, De-
partment of, 198—216.

Opium, g7—98.
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Pacific Ocean, limits of Canal, 45;
traffic from, 28g, 292; traffic to,
287—288, 290.

Panama Canal: opened to naviga-
tion, 8z; transit procedure, 82—
9z; length, 83; authority to reg-
ulate, 89—g1, 123, 181; obstruct-
ing, go, 105, 106, 147, 14G; offi-
cial designation, gon; closed to
vessels violating anti-trust laws,
or; endangering, 103, 135, 136,
14g9; Measurement Rules, 1og—
117; belligerent status, 138-141;
under control of Army Com-
manding General, 139, 170-171;
enemy vessels at, 142-144, 181;
traffic during war, 133134, 155~
156, 286, 202; wartime regula-
tion, 124-182; Lend-Lease Act
and, 175-177; seizure of vessels
at, 177-179; administration of,
see Chapter V; accounting sys-
tem, 226~236; a disease barrier,
246~24%; and Panama Railroad
Co., 253-2355; trade routes
through, 27, 30, 269 et seq.; sav-
ings to shipping by use of, 261-
264; traffic statistics, 264-—265;
facilities at, 266; cost of transit-
ing, 266-269; cargo movements
through, 26g—296; and U. §.
maritime trade, 2g3-2g6; effect
on U. S. railroad rates, 296-300;
cost of, 301—302; return on, 302—
306; defense expenditures, 306-
309; total revenues, 3o03; defense
of, 67, 78, 306-300; toll receipts,
302—303, 306; benefits to Pan-
ama, 80-81; strategic importance,
8, 18, 2¢—31. (See also The
Panama Canal.)

Panama Canal Act, 1g12, 40, go—gr,
92n, 95, 97, Ioc—10I, 106, IIO,
111, 183, 187, 194, 243, 296.

Panama Canal Press, 2zo.



322

FPanama Canal Record, 220.

Panama City: port duties, 34; ac-
quisition of land in, 74; mainten-
ance of public order in, 62n, 63n,
75; municipal engineering in,
211; housing in, 217, sanitation
in, 246, 248-249.

Panama Railroad: concession, 6,
250; construction, 6, 23, 250—
251; monopoly, 5§53, 250-251;
commissaries, 2z0-221; General
Manager, 197, 255—256; Mechan-
ical Division and, zo5—-206; traffic
charges, 251; accounts, 226—236;
and Panama Canal, 153, 253, 254.

Panama Railroad Company: char-
ter, z50; purchased by New Pan-
ama Canal Co., 252; acquisition
of, by U. 5., 250, z52—2353; legal
status of, 253-255; Board of Di-
rectors, 1go, 196, 254—255; Pres-
ident, 194, 254; Vice President,
200, 233, 256; revenues, 303—
304; payments to U. 5., 303—304.

Panama, Republic of: revolution
and recognition, 22; holder of
territorial rights in isthmus, 44;
granis rights to use of Canal Zone
to U. 5., 48-4g, 50, 183-184;
authorizes sale of Panama Rail-
road, 252--253: disputes activities
in Zone, 47-49, 225—226; no title
to Canal, 47; acquisition of land
in, 45, 46, 48, 490, 66, 67, 74;
Constitution, 59-63; annual pay-
ments to, 51—52, 75-76, 232, 301,
3o02; customs duties, 51, 6g—7o0,
96; persons entering, 69, 71, 72-
73; customs houses, 73, 96;
maintenance of order in, 75; se-
curity and independence, 76—78;
passage of troops and munitions
through Canal, 51, 3%, 58; mili-
tary sites in, 67-08, 137n, 15,

312; maneuvers in, 7v-78, 137,”

INDEX

157; agreement to consult, 77-
48, 157; use of docks of, 41,
enemy aliens in, 1§1-152; bene-
fits of Canal to, 80, 81, 311
Canal Convention, see Hay-Var-
illa Convention; General Treaty
of Friendship and Cooperation,
see General Treaty; interpreta-
tion of Canal treaties, 7in, 176;
possible abrogation of treaties,
52—53; agreement concerning
radio, ri8-1rg; aircraft, 120;
Lansing-Morales Protocol, 124,
130, i46n, 158; mneutrality of,
12g9n; declaration of war, 137.

TParaiso, 210.

Parks, E. T., 22n, 44n.

Pasco, Samuel, 1g,

Passengers, destined for Panama,
79; disembarkation in Panama,
w1,

Pauncefote, Lord, 32.

Paymaster, 229,

Payment, annual te Panama, 51-52,
75-76, 232, 301, 302.

Pedro Miguel, town of, 211,

Pedro Miguel locks, 83, 8g.

Personnel administration, 237, 240~

243.

‘Personnel Division, 240-243.

Persons in Canal Zone in war, 134~
135, ¥74-175. {See also Unde-
sirable Persons.)

Petroleum, traffic in, 287, 295.

Pilots: control of vessel by, 83, 87,
88, 1c0; failure to comply with
recommendations of, 100-104;
negligence and liability, 101—104;
provision of, 202, 203.

Pittman, Key, 65n, 1570,

Plans Section, 200, 201, 213.

Police: right to military, along
Canal, 3%7; Canal Zone, 237, 244;
U. S. military in Panama, 75.

Policy-making, 196-197, 20c0.
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Port Captains: notification of, 83;
jurisdiction of, 93, g7, 165-166,
203; offices of, 203.

Port charges, 54.

Ports of entry, g4-95, 96.

Postal system, 101, 230.

Pratique, g4, 247.

President of U. 8. A.: recommenda-
tions regarding Canal, 26; powers
regarding Canal, 4o, 43—44, 90,
935, 111, 131, 134, [44, 170, I175-
176, 186-188, 197-1908, 258; di-
rects Sec’y. of War supervise
Canal, 188; appoints Governor,
197-198; and Panama Railroad
Co., 254.

Prisoners of war, transit, 162.

Prizes of war, transit, 34, 1962.

Propaganda, Act for registration of
persons disseminating, 1o7n, 174.

Protection, maintenance of, 31, 28,
39, 47, 63, 66, 67, 76, 77, 99, 91,
126, 142, 157, 180.

Protesilaus, S.5., 130m.

Quarantine: holding vessel for, 83—
84, 94, 246—247; aircraft, z47-
248; penalties, 2438; officers regu-
late admission to Zone, 74, 10710,
247, 248,

Radio: use of, by vessels, 104, 129;
supervision near Canal, 117-118;
regulation in time of war, 129,
130, T53-154.

Railroad rates, effect of Canal on

U. S., 2g6-300.

Raw materials carried through
Canazl, zo.

Receiving and Forwarding Agency,
256.

Repair facilities: maintenance of,
190, 260; free transit for, 43;
use of, by belligerents, 128, 145~
146, 175,
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Residence, restrictions on in Zone,
68-6q.

Retirement, 241, 243.

Revenues: Panama Canal, 232-233,
234, 302-306; Panama Railroad,
254, 303-304.

Reserve funds, 231.

Roosevelt, Franklin D., 104, 177,
181, 3I5.

Roosevelt, Theodore, 1, 20-21, 23~

24, 27"28: 441, 451.

Root, Elihu, g0, 42, 556, 6in, 62n,
630,

Routes passing through Canal, 261-
264; cargo movements by vari-
ous, 269-zgb6. _

Rules of Navigation, Treaty: ves-
sels to observe, 23; violation of,
36; U. 8. adoption of, 33, 55;
use of force to compel obedience,
57. {See also Navigation.)

Sales, restricted in Zone, 6869, 72;
to vessels, 7071, 72.

Salvage, 203.

San Francisco, routes to, 261-263.

Sanitation: measures, 23, 750, 246—
250; expenditures for, 302; treaty
provisions, 45, 66.

Schools, 237, 244.

Scrip, 220.

Sea level canal: question as-to con-
struction, z4; Board of Consult-
ing Engineers approves, 25; Con-
gress votes against, 25-26.

Sea power and Panama Cznzl, 16,
20-31.

Sea stores, 72,

Secretary of the Navy, 175, 180,
190.

Secretary of War: supervision of
Panama Canal, 176, 188-190,
I19I, I95, I97, 258: 308_309;
and Panama Railroad Co., 254,
253,
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Section of Meteorology and Hy-
drography, zor, z2r2.

Section of Office Engineer, zor,
212-213.

Section of Surveys, 201.

Security, threats to, 77—78.

Senate of U. 8., 4, 14, 20, 22, 25,
33, 34, 37738, 42-43, Ig7-Ig8.
{See also Congress,)

Servants, domestic, 68n.

Shanghai, routes to, 26z.

Shipping, savings to, 261—264; fac-
tors determining use of Canal
route, 2064; statistics on use of
Canal, 264; expeditious handling
of, 1.

Ships papers, 83, 93, 166n.

Siegiried, André, 5-6, 27.

“Silver employees,” 217, 240-242z,
244.

Slides, 26, 207-209.

South America, cargo movements
to and from, 276—277, 280—281.
Sovereignty, of Panama, 22, 47,
48-51, 183-184; cxercise of, hy
U. S. in Zone, 40, 4851, 183~

184.

Spain, interest in a canal, 2, 3.

Special Construction Division, 213,

Special Engineering Division, 200,
20T, 213-215.

Special Panama Canal Commission,
227.

Spooner Act, rgoz, 21, 22, 32, 43—
45, 58n, 187, z30.

Squier, Ephraim, 7.

State, Department of, 191, 195.

State of N. Y. v. Graves and Others,
253,

Stephens, John L., 250.

Stevens, John F., 23, 28.

Stimson, Henry L., 40.

Storekeeper, 219.

Stores, general, 21g.

Submarines not excluded, 172.

INDEX

Suez Canal, 1o, 12, 3436, 37, 38,
I10, 113, 1161, 201, 263, 290.

Supervising Engineer, 213,

Supply Department, 216—226, 255.

Surveys, 212.

Taft, William H., 28, 335, 40, 42,
son, 62n.

Taft Agreement, 55, 950, 2390,

Taking over foreign vessels, 177—
180.

Tariff laws, g5, g6.

Tehuantepec route, 2, 204.

Telephone and telegraph, 51, 210.

Terminal ports, 83, 84, 93, 128,
140, 180, 203.

Testing laboratory, 211.

The Panama Canal, a branch of
government, 185, 19I1-193; ad-
ministration of, 18¢g, rg4; suit
against, roo-ro4; employees of,
185; Washington Office, rg2; de-
partmental organization, 198 et
seq.; accounting, 226—236; and
Canal Zone courts, 246; and
Panama Railroad, 253—255; earn-
ings and revenues of, 304—305.

Third set of locks, 83, 157158, 198,
214-215, 307, 308.

Three mile limit, 45.

Tolls, controversy, 35, 40-43; right
to levy, 54; measurement for,
I108~117; payment, 109; exemp-
tion from, 1o8n; cost of, 267-
268; receipts from, 302—303, 306.

Tonnage, basis of measurement,
109-116 cartied through Canal,
269~206; certificates, zo4.

Trade routes through Canal, z7, 30,
260—296.

Trading with the Enemy Act, rgr7,
150.

Transients in Canal Zone, 6q.

Trans-Isthmian highways, 2, 53, 76,
195-106.
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Transit: procedure, 82—g2; prohibi-

tion of, 36, 30, 142-143.

Transit Divisions, 229, 230.
Transportation Act, 298, 2g9.
Treasury Department, 191, 227,

228, 232, 233, 254.

Treaties, conventions, and agree-
ments relating to Canal:

New Granada, 1846, 4-35, 11, 12,
20, 22,

Hise, with Nicaragua, 1848, 6, 7,
8.

Squier, with Nicaragua, 1840, 7.

Clayton-Bulwer, 1850, 7-10, 13,
17-18, 32—33, 34, 38.

Frelinghuysen, with Nicaragua,
1882 (unratified), 13.

Constantinople, 7888, 34, 33, 36.

Unratified treaty of rgoo with
Britain, 33, 37-38.

Hay-Herrén, roor, 21-22, 46.

Hay-Pauncefote, z1gor, zo-21,
3343, 55, 58, 59, 89, 92, ¥19,
121, 123, 123, 126, 128, 138,
141, 153, 162, 160, 176.

Hay-Varilla, rgo3, 22, 32, 4430,
62, 63) 64: 75_765 114, 123,
137, 144, 173, 176, 252.

Extradition, with Panama, rgog,
51n.

Bryan-Chamorro, with Nicaragua,
Igrg, 28.

Lansing-Morales Protocol, 1p14,
129-130, 158.

Liquor, with Britain, 1024, ¢8—
GOIL.

Liguor, with Panama, 1924, ggn.

Rights and Duties of States,
1933, 63n, 75.

General Treaty of Friendship and
Cooperation, with Panama,
1036, 521, 55, 63, 64-80, ¢f,
118-119, 157, 225, 256N,

Non-Intervention Protocol, 1936,
64n, 75.

Radio, with Panama, 1936 (un-
ratified), 118.

Regional Radio, rg38, 1i8n.
Troops: not to be embarked or dis-

embarked, 34, 128, 153; passage

through Canal, 51, 145-146.
Twenty-four hours, stay of bellig-

erent war vessels, 34.

Undesirable persons, control of,
1o5-108,  I34-135, 174173,
248,

United States: efforts to obtain
Nicaragua canal route, 6—7y; dis-
claims exclusive canal designs, 7;
aroused by Wyse concession, x1;
opposes French support of De
Lesseps, 14; becomes aware of
military value of canal, 15-16;
obtains sole construction rights,
21; recognizes Panama, 22; ac-
quires New Panama Canal Co’s.,
properties, 23, 24; reasons for
canal construction, 29—28; Canal
essential to, 12, 31; adopts neu-
tralization rules, 33, 36, §5~37;
free fo enforce rules, 36, 39; ex-
clusive right to control Canal,
39—40; right to police and fortify
Canal, 37—30; free to exercise
belligerent rights, 3g9; obtains ex-
clusive jurisdiction of Canal
Zone, 46, so-51; holds absolute
title to Canal and property there-
of, 47; activities in Canal Zone,
47-49; treaty obligations to Pan-
ama, 5I1-33; payments to Pan-
ama, 5152, 75-76, 232, 301, 302;
possible attitude in event of abro-
gation of Canal Convention, 52~
53; right to prevent epnemy ves-
sels using Canal, 57; right of in-
tervention in Panama, 6163, 75;
declares Panama fulfilled treaty
obligations, 66; relinquishes guar-
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antee of Panamanian independ-
ence, 75; right to take defensive
measures in Panama, 75-79, 137,
157; benefits received from Pan-
ama and Canal, 8o, 81; authority
to regulate use of Canal, 89, 123,
181; defense and fortification of
Canal, 124; enters World War 1,
136; belligerent rights exercised
by, 139-141; agreement with
Panama regarding enemy aliens,
151-152; nature of jurisdiction
over Canal Zone, 183-184; ac-
quisition of Panama Railroad
Co., 250, 252-253; cost of Canal
to, 301-300; payments to Colom-
bia, z02; receipts from Canal,
302-303; receipts from Railroad,
303=-304;, cargo movements fto
and from, 274-279, 2886, 2g0; for-
cign trade and the Canal, 293~
294; intercoastal trade, 272-273,
294~266; railroad rates, 296—300.

Universal Interoceanic Canal Asso-
ciation, 11, 14.

Valdez, Ramon, 137.

Valparaiso, routes to, 261—263.

Vessels: conirol of in locks, 87-88;
speed of, 88; authority to regu-
late, 8g—g3; inspection and clear-
ance, 93-94, 131, 136, 147, 149,
150, 165; carrving explosives and
firearms, 96—g7, 149; liability for
damages, 1oo-104; use of radio,
104, 129, 130; measurement for
tolls, 108-117; belligerent, see
Belligerents, Vessels of War;
armed merchant, 131-133, 160;
patrol, 140; failing to respect pa-
trols, 140; enemy, 142-144;
armed guards on, 84, 147, I35,
163-169; taking possession, 147,
163, 177-179; repair and comple-
tion of, 175; damage of, during

INDEX

war, 177-180; quarantine, 8§3—84,
04, 246—247; regulation of during
World War I, 124-156; regula-
tion of during World War II,
158~182; savings to, by use of
Canal route, 261—264; numbers
and nationality using Canal, 264-
263; facilities for, at Canal, 266;
cost to, for transiting Canal, 266-
260; sales to, 7z,

Vessels of commerce, 33, 34, 36, 40~
43.

Vessels of war: Canal open to, 33,
36; rules applicable to, 34; tolls
applicable to, 40—43; Panaman-
ian, through Canal, gr; placing
armed guards on, 168-169; bel-
ligerent, 125-129, 130, 142, 153,
161, 163, 175; withholding clear-
ance to, 131; neutral, 163.

Violation, punishment for: of laws,
go—0In; cusioms regulations, oz,
96; Navigation Rules, 103, 130~
131; quarantine and health regu-
lations, 248,

Wage and Grievance Board, 242.

Walker Commission, 13, 17, 18, 10,
20, 24.

Wang, Frank H., 236.

War: importance of Canal in, g,
29—31; control of in, 57; danger
of air, to Canal, 67; effect of
United States entry into, 136-
138; Proclamation of, 136; U. S.
rights in, 138-141; termination
of World War I, 154-155; traffic
during, 155-156; materials of,
carriage through Canal, 133-134,
140,

War Department, 307, 308. (See
also Secretary of War.)
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