The new Administration will be faced with an irmediste decision of grave
historic consequence on the St. Lewrence Seaway.

The problem is this: Should we

{z) be content to let Ceneds build the Seaway wholly on Cenadian
territory and control it foraver after; or

(b) should we take steps now to insure the comstruction of part of the
Sesvay at the Internationsl Repids Section in Northern New York on U.S5. soil so
that we shall have squal control over this increasingly important navigation
channel.
COMMISSION REVIEW:

Capads has offered to build the whole seawny for a cost of approeximataly
2300 million, provided thet the Federal Power Commission grant a license to the
State of New York to complate the power dams between Cormwall, Untario and
Magsens, New York,

The Intermational Joint Commission has approved the construction of this
power project by Ontarlio and New York. Application by the Stete of New York is
now pending befors the Federal Power Commission.

Provided that this license is grented to Hew Yorik, the issuve still remains
vhether the United States govermment should insist upon part of the canal, at the
Internationsl Repids Section, beinz placed on U.S5. soil. If eo, legislative
steps must ba taken to suthorize the construction of that section of the canal.
BASIC 1

I respectfully suggest that the interests of the United States reguire that
we should become part owner and secure equal control over this cansl system by

constructing the Internationsl section on Aimerican soll.



EEASONS:
I offer the following reasons for this position: —

1. Lews of neutrality - In case of differing internstionzl positions
of the two govermments—~for instance, the United States being at war and Canada
being neutral or vice versa—{as remote es that situation may appear)—the
control of part of the watervay by the United States would be of grest importance
in tempering the spplication of intsrnmationel laws controlling the rights of
belligerents as opposed to the rights of neutrals.

2. tec - It is imperative to have U.S. participation
in security measures for the protection of the cansls ageinst sabotage and ensmy
action, and in screening of foreign ships that will transit the cansls into our
Graat Lakes ports.

3. Toll negotistion — In an all-Canadian canal, the level, the duration,
and the variations between commodities, of toll rates will be wholly in the hands
of the Canadlan Seaway Authority and the Censdisn Board of Tranaport Commissioners.
On the other hand, joint control would give U.S. spokesmen an opportunity to
negotiste these toll rates.

4« Caplitsl mccountlng - The smount of eapital expenditures considered
£8 & tete bagis for the setting of talls will be wholly et the discretion of the
Canadian government in the case of en all-Cenedisn Seaway. By contrest, ina
joint enterprise, this msy be subject to negotiation and agreement betwesan the
two governments so as to hold it down to essentlzl, incremental expenditures
necagsary for the new seawmy.

5. Priorities at locks - In case of cepecity ussge of the canels and
locks, which is likely to occur within as short a period as ten yeers after



completion, there may have to be priorities set in the use of the canals during
pericds of peak traffie. A priority system would remsin wholly in Cansdien
hands, subject to determination, as thelr own interest dictates. The effect
of this upon American industry would be unmpredictable and perhaps detrimental,
gince & major share of the treffic using the canal would be of American origin
or destinatiom.

. 6. Popsible frictiong - There is bound to be occaslonnl discontent or
dissatisfaction with the manner in which any one of the above factors is handled
by & single nation. ©Such disputes might grow into serious disaffection and
disagreements between the two countries—in apite of thelr long record of
friendship—1f the decisions are made unilaterally by cne govermment. On the
other hand, joint control and jolnt decision arrived at by negotiation would
carry the prestige of both govermments end the concurrence of the citizens of
both countries and therefore would be lags likely to result in contivming
frietion.

The axamples vhers cooperative relations have bean established betwesn
Cenada and the United States in such fields as joint control of the boundary watera
through the Internetional Jolint Commission, of defense preparedness by U.S.-
Cansdian Joint Defense Board, and other similar fields of setivity bespeak the
desirsbility of & similar control over the use of this very important channel
of communication.

CONCLUSTON:

I respectfully recommend, therefore, that we supplement our support of
the epplication of the State of New Tork for a license to develop the pover
project vith the request upon the Canadian govermment that they leave the door

open for U.5. participation in the construction of part of the canal on T.S.



territory, without undue delay in Canadian plane.

I propose to introduce leglsletion to this end, consistent with plans
already approved by the Internaticnal Joint Commission and the application of the
State of New York now pending before the Federal Power Commission.

I hope that General Eisenhower will, at an appropriste occasion, reiterate
his stutement at Apilene that he would prefer U.S. participaetion in this enterprise.
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