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MAR 16 1976
RED TAG THE WHITE HOUSE
WASHINGTON
March 16, 1976
MEMORANDUM FOR: JACK MARSH
FROM: CHARLES LEPPERT, JR.% 3
SUBJECT: Panama Canal

Pursuant to your request I met with Rep. Leonor Sullivan on Monday,
March 15, on the Panama Canal Toll Rule changes.

The discussion by Mrs, Sullivan concerned mainly a '"crisis atmosphere!
in the Canal Zone and not the proposed toll changes.

Mrs. Sullivan contends that the situation in the Canal Zone is a '"hot bed
of discontent” which goes back as far as the Eisenhower Administration
when Dr, Milton Eisenhower proposed a number of changes for the Canal
Zone, She states that while Eisenhower created the problem the contro-
ver sey settles on two central points:

(1) the treaty and its renegotiation, and
(2) the financial situation,

Mrs, Sullivan states that any thought of renegotiating a treaty which will
give up U.S, rights or authority in the Canal Zone will not see the light

of day in the U.S. Congress and she is committed to work against any

such proposal. However, the driving force creating the tension and unrest
is the financial situation,

The financial problems are tied to the treaty which requires that all revenues
from the operation of the Canal to be available to meet all the expenses of
operations, maintenance, and supporting functions, Mrs, Sullivan cites
three main areas of concern which are as follows:

(1) That legislation is needed to defer payment of the interest on
the original debt of the Panama Canal Co. Mrs, Sullivan states
that she is working on this type of legislation with the Canal
Company and will introduce and pass such legislation as soon as
she can do so;

(2) That the order of the Secretary of the Army freezing the pay
scale for Canal Company employees must be rescinded as
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it is causing severe problems of discontent among the Company
employees; and

(3) That the order restricting eligibility on the wage differential
for U.S. employees must be rescinded as it is also causing
problems,

Mrs. Sullivan feels strongly that something serious is about to erupt in the
Canal Zone over these issues and requests that something be done by the
Administration as soon as possible. Mrs, Sullivan has met with people
from the Canal Zone and requested that they not go on strike but give her
some time to work things out. While talking with Mrs, Sullivan, she re-
ceived a report from the Canal Zone that because of the tensions and dis-
content there was a 50% rate of employees reporting off work causing a
work slow down on March 15, Mrs, Sullivan asked that I call you following
her receipt of that report. I exclaimed that you were in a meeting with
the President at the time and that I would report her conversation and
request to you upon my return to the White House,

Mrs. Sullivan called again this morning, March 16 to state that she had
received a report that there was a 75% slowdown caused by employee
failure to report for work.

Mrs. Sullivan repeated her request this morning for some Administration
action in this matter and requests that either you or I get back to her with
a report,

Attached for your information is a letter from J, J. O'Donnell, President
of the American Federation of Government Employees in the Canal Zone
and Mrs, Sullivan's response. She asked that I give these to you for
transmittal to the President and as evidence of the tense situation that
exists,

cc: Friedersdorf
Loen
Lioeffler
Rourke



March 16, 1976

MEMORANDUM FOR: THE PRESIDENT

FROM: JACK MARSH

Congresswoman Sullivan is anxious for you to have the attached
information in reference to the Panama Canal,

cc: Dick Cheney
Breat Scowcroft

JOM/dl
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(3) That the order restricting eligibility on the wage differential
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work slow down on March 15, Mrs, Sullivan asked that I call you following
her receipt of that report. I exclaimed that you were in a meeting with
the President at the time and that I would report her conversation and
request to you upon my return to the White House,

Mrs, Sullivan called again this morning, March 16 to state that she had
received a report that there was a 75% slowdown caused by employee
failure to report for work.

Mrs, Sullivan repeated her request this morning for some Administration
action in this matter and requests that either you or I get back to her with
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cc: Friedersdorf
Loen
L.oeffler
Rourke



March 11, 1976

Mr. James J. O'Donnell
Local No,. 14, AFGE
Box 1703

Balboa, Canal Zone

Dear Mr. O'Donnells

In the many years in which I have been in Congress I have always tried
to pay special attention to the problems of the average worker, whether he be
In my own Congressional District in Saint Louls, Missourl, or at the Panama Canal.
And, as you know, while Chairman of the Panama Canal Subcommittee for fifteen
years and Chalrman of the House Committee on Merchant Marine and Fisherles
for the last four years, 1 have given very special attention to the operation of
the Panama Canal and the welfare of its employees. You probably realize that
I have continually made retention of U. S. control of the Panama Canal one of
my major goals as a legislator and, hopefully, as a leader in this country, Asa
result of my experience and beliefs about the importance of the Canal and the
environment in which it operates, I am concerned and alarmed at your recent
correspondence with respect to wage proposals recently made by the Canal Zone
Personnel Pollcy Coordinating Board.

I am one who understands the relationship between employee morale and
efficiency and the management and successful operation of the Panama Canal,
I understand that the Canal employee has had to live in an atmosphere of uncertainty
and apprehension for many years now, and that moves to change wage and compensa-
tion policies which might be disliked but tolerated elsewhere raise the deepest
doubts and even suspicions In the present environment in the Canal Zone, Certainly
the goal of good employee morale demands that we minimize as much as possible
the doubts and problems of Canal employees,

As 1 stated in an open jetter to Canal employees on March 3, 1 am agalnst
the proposal for a wage base freeze and I am working constantly against that
proposal. Ihope that you will have faith in my ability and in the ability of other
Members of Congress who have long been interested in the Canal to eventually
cause the Canal Zone Policy Board to somehow set aside these proposals and to
{ind other ways to deal with the financial problems that have beset the Canal
in recent years. [ also hope that you will urge your fellow employees to avoid
job actions such as a strike or a slowdown which will undoubtedly Injure the very
cause they would seek to promote,




Page Two
Mr. James J. O'Donnell March 11, 1976

The Committee on Merchant Marlne and Fisherles of the House of Representa-
tives will attempt to do Its part to resolve the current crisis resulting from the
proposals of the Coordinating Board. We have met with your representatives
of organized labor. We have talked with the Office of the Secretary of the Army
and his subordinates. We are promoting activity leading toward a solution to this
crisis. We will see the Panama Canal Subcommittee of this Committee hold hearings
on the finances of the Canal in the near future and many of the concerns you
raise In your correspondence, especially as to the motivation and substance of
these proposals, will be ralsed by Members in the hearings. Finally, we intend
to see whether there is some relief legislation for the Canal enterprise which
might be in order.

I hope that all Canal employees will remember during these tense times
that the relationship between the Canal employee and the Canal user should not
be an adversary type of relationship but rather a cooperative one. The prosperous
operation of the Canal Is a matter of mutual Interest of the shipping and employee
communities. Admittedly an increase In tolls does provide a bigger pie for Canal
employees to divide. But precipitous Increases in Canal user fees are likely to
result in a situation in which there is a smaller pie or none at all. It takes more
to keep the Canal operating successfully, It also takes a reasonably good level
of ship traffic.

In summary, let me assure you that | have attempted, along with the Panama
Canal Subcommittee Chairman, to ensure that all cur Committee Members are
familiar with your problems in the Canal Zone and, further, despite the fact that
the House Post Office and Civil Service Committee has the most direct legislative
jurisdiction on wage and compensation matters, I have been working and will work
continuously to solve these kinds of problems, especially the problems of the wage
proposals put forward by the Canal Zone Personncl Policy Coordinating Board.

Sincerely,

Leonor K. {84rs. John B.) Sulllvan
Chairman

LKS:Thicr
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Cheriercd October 9, 1932 Balboaq, Cancl Zo

March 3, 1976

United States Congres man
House of Representatives . .
~ Washington, D. C. ° : ;

e

Dear Congressman:.

This is to inform you that the Panama Canal is in danger of being closed to world
cemmeice, We urgently seek your assistance in preventing this danger from be-

coming a reality. Ly letter dated February 1, 1976 was to alert you to certain
‘measures being contemplated by the Office of the Secretary of the Army that

would havée a disastrous effect upon the Panzma Canal Organization and its . A
empleyces, Two specific measures have now been made public which reveal a

pattern of unbelievable shortsightedness on the part of that office which -
completely ignores the overwhelming importance of work force stabilitykzg/fﬁe_

Panama Canal operation. - 2
If the Panzama Canal *s not used properly, if it.is not maintained properly, this
artery of world commerce ‘cannot continue to exist. It takes expertise to maintain
the Canal and it takes expertise to use the Canal, and this expertise only cones

with long experience.‘ The Panama Canal has a world-wide reputation for depend-
ability because the lives of its employées, both U, S. and Panamanian, are bound -© -~
so closely to their work. It tekes a commitment to work for the Canal, a turning
away from the mainstream of life in the home country, and the Panama Canal

Company has always recognized the necessity for incentives to exncourage the

making of this comwitm°nt. _Above all, there was recogniticn that obtaining a
ccrmitment to & career with the Canal required a continuirg stability in_ the e -5
incentives offered, If an employee could have faith that the Canal would take 'S
care of him, he could concentrate on taking care of the Canal, The record of
cificliency of the Panema Canal is testimony to the value of that arrangeﬂant. &
Tke most importz:nt of the two prcposals annovnced recent;y adverse 1y affects the-“'
ray of sone 3,500 Federal employees on the Isthmus. The proposal would. freeze -

the wages of the 3,500 at their present level, until a new, much lower wage scale,
cavght up to the frozen scale. For many, this would mean goirng for the next e
tci ycars or more without a pay increase. In these inflationary times the freeze
will mean that the purchasing power of the cmployees will progressively diminish,
Iore than two-thirds of those affected are Panamanisn citizens, so our protest
crocces 11 citizeachip lines,  liany of the eifecied. employees are jouraeymen
eleciricicns, rlurbers; and other skilled craftsmen. ;i
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We have asked union lawyers to see if there might be a case for declaring such a
proposal to be an agency-wide adverse action, similar in concept to the suit brought
by 44 Federal judges that the ceiling on their salary constituted an unlawful
diminution of their pay while in office, Such a declaration would permit many
older employees to take advantage of early retirement. I think it extremely
significant that when questioned about this, Governor Parfitt, while replying that
he did not think it could be considered an adverse action, added that it would not
be in the best interests of the Canal operation as he would lose too many of his
good people; and, I quote, "We would have a hard time doing the job",

These new vroposals do dishonor and discredit to the old understandings. The
unilateral arbitrary manner in which they were presented is shameful., They
irrevocably change the conditions which induced employees to commit themselves to
a career with the Canal. They disregard any concept of equity toward employees
already locked into their careers with the Canal, too young to retire, too

old to start anew elsewhere, too specialized to compete in today's job market.
The proposals strike at the basis of our whole lives_and make us nothing more
than indentured servants. Our ties to the Canal are deep-seated to begin with,
Is it any wonder that our reactions to these incredibly shortsighted proposals

is emotional? ;» L g

= - .

I personally hope that employees will not engage in any sort of work slowdown, -
stoppage, or other ‘job action., But the danger to the Canal is not in the deliberate
act. It takes only an employee who no longer cares to go the second mile when

the need exists. The Canal cannot operate without commitment. The proposals -
show a pattern of bad faith which will result in the-loss of‘employee pride, St
enthusiasm and commitmentJ and ultimately perhaps, in -the:loss of the Canal to

world shipping. : £ G ] T T sEE

Is there logic in these proposals? There may be logit to applying them to new e

. . hires, but the dollar saving in their abrupt application to the 2, 200 prESent £

Canal employees is estimated at but $1-million per year., What false economy .
One'serloue ship accident can cost’ the Panama Canal- Company a much greater -~ -
amount. And there are other expenses of the Panama Canal’ Company, such as & 4 ;
- the cost of providing servicé to the Government of Panama that are never paid -
. for, that make the Y million saying small ‘potztoes indeed for the Company e

and for- the users of the Canal while looming so large to the employee. And.

the $1 million savings, which_is avfraction of 1% of tolls income, won't balance :
the Company s budget nor even: ak Hh'discernible deﬁt in it. - i S
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e in_ the: Tabot Bovensot have gone along witﬁ’management in various cuts to ' ra:-{
attempt to minimize the. Company 8 budget-deficit but these lateet proposals go
“too far toward forcing the employee ‘to subsidize ‘world: shipping. Instead,of*

v

raising toll rates to cover operating deficits, the Secretary of the Army. is - . -,ff%,
givlng world shipping an enormous concealed subsidy in the form. of unjustifiably
Iow’ toll rates.. Look at the facts.'jzsf,-igg. g;%aior- jg_ % {'45‘"=3 a

VWhen the Panama Canal Company was reorganized in 1951 tbe toll rate was 90¢ per if_
ton. sinde- tiat. time, the cost of” everything ‘has gone up,. including Panama Canal
toll rates which have increased some 20% to $1.08; .However, this percentage~ :

increase. is far talow the increases experienced elsewhere in the economy over -

_that period. Some examples of other increasee, ranging from the broad to thel: =~ = =
marrow follow: S ;-:,g = .;eaE iy

o - . : .  f o > oy X7
= : e

Based on 2 nationally recognized inflation factor,. overall U, S, costgipt
have increaced some 121%. On this basis, an equitable toll rate pe:”*
- ton todsw would be €1,99 rather than $1.08. . :;



Ocean freicht ro'.s, (between the U, S. and the Isthmus) exclusive of
the bunker surchorge, have increased some 251%, On this basis, an
equitable toll : 'c today would be $3.16 rather than $1,08.°

Ocean frei-i 1atcs, (Between the U, S. and the Isthmus) inclusive of the
bunker surc ..:_ . ¢ increased some 292%, On this basis, an equitable
toll rate por 1 teday would be $3,53 rather than $1.08, .
Closer to home, Congressioral salaries have increased some 240% and
should probobly hove increased considerably more. On this basis, an -
equitable toll rate per ton yéday would be $3.056 rather than $1.08,

- -

There is, then, ccnsid=srable logic for a tolls increase to cover the effect of -
inflation on Panc-~ Czu2l costs rather than taking it out of the skin of the ‘
employees without wihon the Canal could not function, e o

£ e ek : %
But logic and dealir: in good faith have apparently.gone out the window. The h
Secretary of the i: — kac .scumed much greater power over the Panama Canal than

was ever contemplatzd by Congress. -

One mechanism by vhich the Secrastary of the Army has done this is through the

Canal Zone Civilian I.rscrnel Policy Coordinating Board, a supposedly independent
board originally set up to coordinate personnel policies among the Federal agencies
operating in tke C-.:-1 Zone. Originally consisting of two mepmbers (The ~ .
Governor and the Vv,_*nder-in—Chief of the military forces in the Zone), the . :
composition of (:- brard was radically end fatally changed on January 20, 1975, - -.-
vien the then Scerccoiy of the Army, Eoward Callaway, unilaterally changed the

law by administ-.tf.c regulation (40 F. R. 3213), expandinz the Board to three

members and piscii- “he Z2nipg of the Chairman in the Secretary of the Army's
hands. Thkis ¢bvi3 -~ v 2 _tion of authority over personnel matters is being
used to circum-c * 2 1l fiu*tion Congress intended on the Secretary of the Army's
authority; or =: 1- -. *"~t is what is happening with the preseunt chairman, MNr.
Victoxr V. Veyzey. 2 sbusing that office, w2 can only admire the judgment
of Mr, Veysey's fc .c. stituents, the people who knew him best, who, in their
wisdom, declin=? rn ninm ¢o his seat ir Congress,
Deciéions are tous ie Zhat place thz interest of the Despartiment of the Army
ahead of those of ¢ .~ "-i~ma Cencl Company, which Ceangrecs intendad to be an
independent agzicy. = .7 rot en adjuonet of the Department of Deforse. Instead of
recognizing ths cp~:2is. cnreer n2ture of employment with the Canal organization,
im visioned Ic =+ > Lymy big wigs are trying to force Canal employess
into' the mold o= ~.rtoo~t of Defense civilian employees, subservient to the
‘military, uprc-i- cre irtercbangeable throughout the world,. when not one
of these is ar :1-- = o *he I'=g% interests of the Parama Cznal operation or its
employees.
As I mentioned revions letter, the lsw specifically provides that in terms
of the Faman~ ¢ i, the feczeinry ot the Army sh.ll act hs the direct rejreszntative
of the Presid: - ; United States and not in his capacity &c hesd of the Depart-
ment of the Ar. =~ s%ooling control of the Censl Zone Civilion Personnel Folicy
Coordinating Zo-~ ' ing & mber of his staff to the clhsirpanship, the
Secretary can a= avchority not centempisted by Congsregs, and without
any correspci.i’ K 1cy. Sinece that grab, the agencics with 223 5 the
civilian erni- e 1.8., military egencics, hove 60% of the
vote cn th» T - Ce  ANyWay &t 1is cut ne-declhi i :tackzed acoinst the
Panaps Cancl . iz Cxt phare te one, hut tc
raks thing ey i ief, Us S : ; i
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it i3 an unhealthy situation with “Catch 22" overtones.

Because of the dangers to the Canal as outlined above, we believe that the
Congress, shippers, and every other person interested in the continued efficient
functioning of the Panama Canal should make every effort to halt the over-
stepping_interference of the Secretary of the Army in Panama Canal affairs,
Organized labor in the Canal Zone asks you to use your influence to this end, and

"to call for an investigation of the propriety of the Secretary of Army's-

role in Panama Canal affairs, - Ve are certain that once the irregularity of his -
role is made public, logic:will have to prevail, and the long-time former policy
oi Panama Canal Company recognition of the value and essentiality of a stable.
workforce will be reinstated. This union will support management in belt-"
tightening measures which must be taken to improve operating efficiency, but I
cannot and will not fail to protest when shortsightedness and the overstepping

of authority threatens the very fabric of our membexrs' lives, and through them, -
the Panama Canal itself.‘; : : T,

In closing, I respectfully request that you write directly to LTG Dennis P,
McAuliffe, Commander-in-Chief, U. S; Southern Command, Quarry Heights, Canal

. Zone and to the Canal Zone Govérnor Harold R. Parfitt, to get all the facts

regarding this. 1ntelerable situation in which the Panama Canal employeef now -
finds hlmself. 1.: i A R

=

T g .Since;ely, BE SR R o

"JAVES J O’DONE‘ELL
g E: £t President
local 14, AFGE



THE WHITE HOUSE

WASHINGTON

March 11, 1976

MEMORANDUM TO: CHARLIE LEPPERT

FROM: | RUSS ROURKEM

Charlie, as per Jack's note, please check with Leanor
Sullivan after reading the option paper itself.

Obviously, there is a tight time frame on this one,
Please advise results.

Many thanks,



THE WHITE HOUSE

WASHINGTON

March 11, 1976

-

MEMORANDUM FOR: RUSS ROURKE
FROM: -~ JACK MARS
SUBJECT: Panama Cfnall Tolls Rules Changes

v

Before sending in the attached, I think someone, like Charlie Leppert,
should read it very carefully, He should go up and see Congress~
woman Sullivan (he should not take the paper with him) and find out
what her problem is in changing the toll structure.

Mrs, Sullivan spoke to me on the plane about the Panama situation.
‘She is convinced that this toll structure may be a key part in changing
the attitude of the people in Panama. Although I am willing to go
along with Option 2, nevertheless I think a better understanding

of Mrs. Sullivan's position should be had and given to the President
along with this option paper.

If she makes a good case, I will go along with the recommendation
of the Members of Congress.

Many thanks.



HHHHHHHHHHHHH




a2l &Rl 8 AT ARAWYTARNTANS e T2 AT TR P AR B AT R RS LT T e e ;A wl e W

Lonipon OFR
Dete: Time: P £ A
il ' r ol k
March 6, 1976 i /’ /L
POR RCTION: A cc (for information): /Cw [8
hil Buchen ‘ '
Jim Cannon Jack Mazrsh
M
Max Friedersdorf ~ Bill Seidman
Bob Hartmann
FROM THE STAFT SECRETARY
DUE: Date: Wednesday, March 10 Time: 10 A. M.
SUBJECT: ' .
James T. Lynn memo 2/24/76 re
Panama Canal Tolls Rules Changes
,I
ACTION REQUESTED:
v For Necessary Action —X_ For Your Recommendations
Prepare Agenda and Brief e Breft Reply
~X..-For Your Comments v Draft Remarks
REMARKS:
o L 18] . L
." r : - * * » “ . . i “‘ -T . - . 3 e BER S -
* t 0‘. o * 'o 0.. * “ ‘ * E }' ‘- é:' .'b . -
- . H - LAY A - ‘_ 5. 1 - “‘: -.*.0.‘-.' - T _‘,','
PR SRS Ay B R e 1 Nt B I R N N S ISR L iy i L N S

1t vou have ony gueztions or if you cnticipale « g .
- - L . * € - ) K"‘r“ z A
aslay in submilting ihe reguired racierial, please James E Con
< sn vy gpp oo . - - noxr
fatephone the Hlaff Scoretary immediately. : For th
e Presid
ent

T
PN



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MAMAGEMENT AND BUDGET

WASHINGTON, D.C. 203503

FEB 24 1976

ACTION
MEMORANDUM FOR: THE PRESIDENT

7

£7
FROM: ' JameﬁfT. Lynn

e

SUBJECT: Panama Canal Tolls Rules Changes

Issue

Should approval be given to the Panama Canal Company to
modify cargo measurement rules which determine toll .
assessments for ships transiting the Panama Canal?

Background

You have been requested to approve seven substantive changes
in tonnage measurement rules governing tolls for vessels
transiting the Panama Canal. The proposed changes were
adopted by the Board of Directors of the Panama Canal Company
and have been forwarded by the Secretary of the Army in his
capacity as "stockholder" of the Company (Tab A). Below is

a brief discussion of the issues, along with recommendations.
A more detailed discussion of the issue is attached (Tab B).

The purpose of the changes, according to the Company, is to
redistribute costs more equitably among Canal users. Cost
-redistribution would be accomplished by altering the
definitions of space availability on board vessels for
carrying freight and passengers. The last systematic review
of tonnage measurement rules was conducted in 1937. 1In
addition to redistributing costs, the changes would increase
total revenue from tolls, as shown below:

{(dollars in millions)

General
Container Cargo All
Ship Ship other Total
All-Flags Tolls +4.6 +3.1 +4.6 +12.3
% Increase +28% +10% +6% +9%
U.S.~-Flag Tolls +1.7 +0.4 +0.2 + 2.3

‘% Increase +37% +12% +4% +17%
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The disproportionately large tolls increase for containerships
(modern vessels which carry pre-boxed cargo) is primarily a
result of one rules change--the "on-deck cargo" amendment.

This amendment would reguire the measurement, and toll
assessment, of all on-~deck cargo. Currently this cargo is
exempt from measurement. Of the total annual $12.3 million
tolls revenue increase, $6.0 million is attributable to the
on-deck cargo amendment, mostly relating to containership
operatlons.

The financial health of the Panama Canal Company has been weak
in recent years largely as a conseqgquence of rising costs and
declining traffic. If approved, the revenues gained by the
measurement rule amendments would help alleviate, but would
not eliminate, a projected 1976-1977 operating deficit. 1In
fact, either with or without the prcposed amen&mepts, a
general toll increase will be needed in the coming yvear.

A large toll increase is certain to be strongly opposed by
the -maritime industry--as are the proposed amendments.
Without additional revenues, however, the Company will be
_forced to request U.S. Government assistance.

Options

#1. Approve all seven amendments in their entirety.
$2. Approve all but the on-deck cargo amendment,
#3. Disapprove all seven amendments.

Discussion of the Proposed Amendments

The existing Panama Canal toll assessments are based on
commonly-accepted, international principles of ship "earning
capacity." Earning capacity is measured by the volume of
below-deck space (gross tonnage), with deductions for space,
- such as the engine room, which is not available for
revenue-producing carriage (net tonnage). The actual
utilization of ship space is not considered in determining
tolls .charged for a particular transit. A primary reason

- --for "this approach is’ to avoid the costly delays that: vould
- ~be involved in-measuring.the yolume, weHght ox value of;-

¢argo actually carried on each transit.” Under the ex1st1ng
measurement system, a particular ship only needs to be
measured once instead of each transit.

Six of the seven proposed amendments seek to remove minor
anomalies in the existing measurement system. Four of the
changes would increase and two would decrease toll assessments.



....kolls averaging- $2.12. per cargo.ton,: compared thh about $l 15 :

3

Generally, the amendments would abolish "double counting®
of space and/or refine measurement standards in accord with
modern ship design. They would change capacity measurement
rules for the following spaces: fuel tanks, hatchways,
water tanks, puklic rooms on passenger ships, and selected
shop and store rooms. TheSe six changes are all consistent
with the established principle of basing tolls on the
measurement of earning capacity. Few specific objections
have been filed to these proposed amendments.

The seventh amendment constitutes a major change in the
approach to assessing tolls. 1In addition to the traditional
method of establishing tolls for below-deck carrying capacity,
it would charge tolls for cargo actually carried on the ship
deck during each transit. This means that if a ship were
only partially loaded below deck, and carried on-deck cargo,
it would be charged for its full below-deck capacity as well
as for its actual on-deck cargo. By comparison, a ship
carrying the same tonnage, all below deck, would have to pay
only for its below-deck capacity, even though it may have a
capability of carrying on-deck cargo.

This proposed change would be a departure from the traditional
principle of basing tolls only on carrying capacity. It also

would establish different standards for below-deck and on-deck
cargo carriage.

The effect of this change would be to penalize ships which

carry on-deck cargo but which do not or can not fully utilize
below-deck space. Containerships, in particular, would be

impacted by the change. Containerships are designed to

carry significant on-deck loads, but they are not able to

fully utilize below-~-deck space because the rectangular

containers cannot use curved hull space on the sides, front

and back, and because space between and around containers

is needed for purposes of loading and unloading. Consequently, |
with the current method of establishing tolls, containerships |
on the average pay more per cargo ton actually carried than ?
do other shlps. Recent data show that contalnershlps pay |

wf:per ton for general cargo Shlps.-ﬁ;g“.3

e ta DL . 3 .y ¥ e
s T '_-rv AR SO N .

Few weuld dlsagree wlth the Canal Company s’ p051t10n that, 1n e et 5
theory, on-deck cargo carriage should be subject to toll 5
assessment. The Company's proposal, however, does not seem
to be an equitable means of assessing such tolls, particularly
when applied to containerships. It may be necessary to
establish an entirely new method of assessing tolls for
containerships, rather than simply modifying a measurement
system which did not anticipate containership technology.



Recomrandation

Option #2 is recommended. We believe that the six relatively
minor amendments are sensible and would not bhe ineguitable.
The on-deck cargo amendment, however, represents a major
departure from traditional measurement practices, and it
appears that it would create greater ineguities than it

would remove. It is recommended that the issue of how to
assess tolls for on-deck cargo be studied further.

Positions of Interested Parties

Maritime interests have expressed across-the~board objections
to the proposed amendments. Their concern, however, is
primarily focused on the on-deck cargo amendment. Two major
U.S. shipping company associations~-the American Institute

of Merchant Shipping and the American Maritime Association--
have privately indicated that if the on-deck cargo amendment
were dropped (option #2), their opposition to the remaining
amendments would be minimal,

Although the Congress has no statutory role relative to the
establishment of Panama Canal tolls, the maritime interests
have generated strong support in both the House and Senate.
In the House, Mrs. Sullivan (Chairman of the Merchant Marine
and Fisheries Committee) and Mr. Metcalfe (Chairman of the
Panama Canal Subcommittee), as well as 29 other members,

have cosigned a letter to you asking that Presidential action
be delayed until the House has had the opportunity to review
the measurement rules. Senators Magnuson (Chairman of the
Commerce Committee) and Long (Chairman of the Mexrchant Marine
Subcommittee) have likewise requested that you delay action
(letters at Tab C). Insofar as congressional opposition to
‘the amendments is generated by the maritime interests, we
expect that rejection of the on-deck cargo amendment would
also minimize congressional concerns.

The following agencies have expressed no objection to the
proposed amendments: Justice, Treasury, Federal Maritime
e Commission, Mational. SeCurltXVCOLFCll -anc .Council of
el THTernat lonal Beonomic Policy.  -Although both Commerce ana - ‘
..~ <. Transportation have -recommended.that” the amendments be. RERTARA PO TSL I
~delayed or . dlsapprOVed pending further analysis, both reyort N
that option #2 largely mitigates their concerns. State
advises that the amendments have no effect on the sensitive
treaty negotiations over the status of the Panama Canal.
Although State indicates that Greece, Norway, Spain, Japan,
Italy and Sweden have made oral representations to the
Department critical of the changes, State does not oppose
their approval.

..
o, »‘\r -,‘ Tegn .
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The Panama Canal Company and thekSecretary of Army stand by
their recommendation, option #1. However, they report that
option #2 is preferable to option #£3.
Decision

~- Option #1: BApprove all seven amendments

—= Option #2 (Recommended): Approve all but the
on~deck cargo amendment o

-- Option #3: Disapprove all amendments =~ =~

-—  See me

Action

To carry out option #2, it is necessary for you to sign the
attached resolution approving all but the on-deck cargo
amendment. Additionally, we recommend that you sign the
attached letters to the chairmen of the House and Senate
authorizing committees explaining your decision, and to -
the Secretary of the Army requesting additional review of
the tonnage measurement system and indicating the necessity
for the Panama Canal Company to take action to restrain
costs. These signature documents are at Tab D.

Attachments



WASHINGTON

December 12, 1975

The President
The VWhite House
Washington, D. C. 20500

Dear Mr. President:

In my capacity as "“stockholder" of the Panama Canal
Company under authority delegated to me by Executive Order
11305 of September 12, 1966, I am forwarding for your
approval a Resolution adopted by the Board of Directors of
the Panama Canal Company on November 17, 1975, amending the
rules of measurement of vessels for the Panama Canal.

The action by the Board of Directors is based on Sections
411 and 412 of Title 2 of the Canal Zone Code under which the
Panama Canal Company is authorized to prescribe rules of
measurement for determining the earning capacity of vessels
using the Canal. Section 412 provides that changes in the
measurement rules shall be subject to and take effect upon
the approval of the President of the United States. Section
411 requires six months' notice of the changes in the measure-
ment rules. This notice was published in the FEDERAL REGISTER
on July 31, 1975, so that the earliest date on which the new
rules could become effective is January 30, 1976.

Following publication of the notice in the FEDERAL
REGISTER, the Panama Canal Company invited written comments
from the public and held a public hearing in accordance with
applicable regulations. After consideration of all relevant
matter presented in the written comments received and presented
at the hearing, the Board of Directors adopted the proposed
amendments of the measurement rules, subject to your approval.

The inclosures to this letter set out in detail the
background of the proposed changes in the rules and the pro-
ceedings by the Board of Directors leadlng up to the adoption

'E.ﬂé-:Ybur approval of the propesed changas i the measurement
rules is recommended, effective January 30, 1976.

spectfully yours,

2

Martin R. Hoffma

Inclosures
as

fﬁpéof the amendments.a.‘'ﬂ»;{-..-,»--..:.;-,,-a-z;,:a‘;~ ES _/a.f; *f&f“ix*“f‘”t{?wi‘ﬁ




ATTACHMENT

DISCUSSION OF PANAIA CAIIAL TOLLS RULES CHANGES

Background

The attached letter from the Secretary of the Army requests
Presidential approval cf proposed changes in rules governing
tolls for ships transiting the Panama Canal. The proposal
was adopted by the Board of Directors of the Panama Canal
Company on Novembker 17 and was forwarded to the President

by the Secretary of the Army, in his capacity as "stockholder"
of the Company, on December 12, The rules changes regquire
Presidential approval and can be put into effect on or after
January 30, 1976, a minimum statutory 6 months after notice
of ‘the proposal was published in the Federal Register.

Since the beginning of Panama Canal operations in 1914, tolls
have been based on ship "earning capacity." The measure of
ship earning capacity has keen the space available (net
tonnage) for carrying freicht and passengers. The Panama
Canal Company argues that the measurement rules which
determine ship earnﬂpg cava 01tY should now be altered because:
(a) the last systematic review was conducted in 1937; (b) ship
configuration and techrology have dramaticallv changed in the
past 38 years; and (c) the operating costs of the Canal are no
longer eguitably distributed to reflect the earning capacity
of vessels using the Canal., Consequently, the Company has
prOpose& seven substantive changes to the measurement rules,
requiring thirty amendments to the Code of Federal Regn‘atlons.
The Company has, found that the prcposed rules "better reflect
the earning capacity of vessels than the present rules, are
nondiscriminatory, just and eguitable.™

OMB is the coordinating agency for Panama Canal Company toll
proposals. We have solicited the views of the following
"agencies on the proposal: State, Ccmmerce, Transportation,
Justice, Treasury, Agriculture, Federal Maritime Commission,
National Security_Council, and Council of International
Economic. Policy.... We.also have received.unsolicited comments. - e oA
from members of Congress. ané the. mar;txme 1naustr§ {ohlpplng;.f_i i,

"{gcompanxes,‘unlons and port: avthornifiss) s “These. vwews.wmll be RN

discussed below, as well as other issues pertalnlng to the
proposal.

Panama Canal Companv Financiel Condition and Canal Toll Issues

The Panama Canal Cenpany is a whelly-owned Government corporation
whose primary purpose is maintaining and operating the inter-
oceanic Canal. From the Canal's tolls and other charges, the
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Company is expected to be self-sustaining. Additionally, the
Company 1s expected to reimburse the U.S. Treasury for:

{a) uncovered costs accrued by the Canal Zone Government;

(b) interest payments relating to original Canal construction
costs borne by the U.S. Government; and (¢) arnnuity payments
made by the U.S8. to the Republic of Panama pursuant to the
Treaty of 1903, as amended in 1936.

For the past five years, the Panama Canal Company has
experienced rapidly rising costs and declining traffic. For
example, between 1970-1%75, the number of transits declined
from 15,500 to 14,700, while operating costs climbed from
$172 million to $261 million. As a result, the first toll
increase since the Canal's 1914 opening was instituted in

July 1974 (+20% in toll rates). Despite the toll increase,
the Company's financial condition has continued to deteriorate
as a result of: (a) continuing cost-of-doing-husiness increases;
and (b) traffic downturns in the wake of worldwide economic.
recessicn, the diversionary impact of the opening of the Suez
Canal, and the dampening effect of the 1974 toll increase.
Whereas the Company had planned to handle 40 ships daily in

FY 1976, an average of only 36 daily have been transiting the
Canal to date. The net effect of the financial downturn is
that the Company has sustained losses in the past two years
and is expected to continue to run losses in 1976 and 1977,

as shown below (millions of dollars):

. R : est. ) kest,
1974 deficit 1975 deficit 1976 deficit 1677 deficit

*assumes no toll changes, measurement rules amenaments,
or other remedial actions.

If approved, the measurement rules amendments would help
alleviate, but would not eliminate, pkojected Company deficits

in 1976 and 1977. The amendments would increase the measurements
of vessel net tonnage, leading to higher annual tell assessments
on the order of $12-13 million (further discussed below). The
Company argues, however, that it is lncorrect to equate the
proposed . amenéments. with a toll increase - Lhex, the. DUrpose;

measurenent rules, although related, are separate. Any positive
revenue ceffects resulting from the proposed amerndments would be
accounted for in computing the need for future toll rate changes
(i.e., future toll increases would be reduced by the amount of
additional revenues gained by the proposed amendments}.

" .of.the amendments is tc- red1str1bute the operaulpg costs of ‘the l-y
QgPanama Canal more: equwtabiy, AIn the, Caompany s framework. of-.N o%
' ’thlnklng, ‘the processes of estab71qn1ng tolls ana’ chapq1ng



In fact, either with or withcut the proposed rules changes,
the Panama Canal Company is now indicating that a substantial
general toll increase will be required in the next 12 months
to meet the anticipated deficits. This would be the seccnd
general toll increase in three years. Reqguired toll rate in-
creases are shown below. The figures presume the imposition
of moderate cost-cutting measures and the continued operation
of the Company on a self-sustaining basis.

($ in millions)
Measurement Measurement

Rules Rules Not
- Approved Approved

Additional revenue required

to meet FY 1977 deficit...... $26 $38
Future required toll increase.. +17% +28%
Additional revenue reguired

- ~to meet FY 1977 deficit as

well as recoup FY 1976

deficit over five years...... $28 $42
Future required toll increase.. +19% 30%

The Company has pointed cut that its statutory authorities
provide several alternative means for handling long term
deficits. It can: (a) defer payment to the U.S. Treasury

of interest and/or the net cost of the Canal Zone Government
to the extent the reguired amounts are not earned; (b) reguest
Congressional authority to waive entirely payment of the net
cost of the Canal Zone Govermment; (c) request a separate
appropriation for the Company to meet losses; or {(d) use
available borrowing authority up tc a maximum of $40 million.
Company officials are increasingly talking akbout the necessity
of employing these fallback authorities. For example, in a
January meeting, the Company's Board of Directors authorized
Company staff to explore the desirability of using one or

more of the authorities in the context of the future 1978
budget recuest. Utilization of the above authorities would

be highly undesirable from a budgetary point of view in that

‘... they would .entail U.S. Governmept sub81alzat10n QF potentlallyzfﬁ-’;&

J“’231zable Con any de;1c1ts._”

- . . BN
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W?Of-course, the future remulred t011 1ncrease caﬂ be reduced
by the extent to which the Company undertakes reductions in
services, employee benefits, and planncd capital construction.
projects. The President of the Company cum Governor of the
Canal Zone Government has already taken measures to cut

- spending, but has shied away from major reductions which would
lead to strong opposition from Panama Canal emplovee groups,
‘{e.g., elimination of a 15% tropical pay differential).
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Impact of the Proposed Measurement Rules Zmencments

Of the seven substantive amendments, five will increase total
measurcment tons, leading to higher +toll assessments, and two
will lower total assessments. The net effects ¢f the amend-

ments on tolls are shown below:

Company Estimates of Annual Tolls Impact of Rules Amendmentsl/
{$ in thousancs)

Ship Tvpe
Measurement Rule General <Container All
Amendments Cargo Ship pPassenger Other2/Total

Amendments which Increase
Measurement tons:

Deck Cargo +578 +4,332 +9 +1,038 +5,957
Fuel +2,290 +356 +117 +2,965 +5,72%
Hatch Exemption +209 +101 +5 +477 +7¢2
Public Reoms ‘ - +423 - +423
Water tanks 108 +1 +3 +290 +4S72

Amendments which Decrease
Measurement tons:

Boatswain's Stores -118 ~-213 -7 -641 ~97Q

Engr. Shops -11 -8 -1 -45- -65
All Flags Tolls Increase +3,146 +4,569 +550 +4,083 +12,34°
% Increase o - +10% +28% +28% +4% +C%
U.S. Flag Tolls Increase +410 +1,708 +59 +156 +2,323
% Increase +12% +37% ' +16% +3% +1?2

1/ Shipping companies generally believe that the Company's
estimates of tolls impact are understated

2/ Includes dry bulk carriers, tankers, specialized product
carriers.

Narltxme lnduotrv Views

A T meer W T R

Shlpplng COWpanles, unlons, port authorltles and selected ez,
sindustries-fe. g, “umbeyx.- ccwpanles) “have- flled ob3echlons wzth werlahri e
the Parama Canal Companv regarding the propos ed amendments. The _
most commonly-cited objections to the amendments have been the
following:

~-the amendments constitute a "de facto" 1oll increcase, the
impact of which has not been satisfactorily evaluated.:



Imnpact of the Proposed Measurement Rules Amendments

Of the seven substantive amendments, five will increase total
measurcment tons, leading to higher toll assessments, and two
will lower total assessments. The net effects cf the amend-
-ments on tolls are shown bslow:

. Company Estimates of Annual Tolls Impact of Rules 2mendmentsl/
(s ln thousands)

: Ship Type
Measurement Rule General Container All
Amendments : Cargo Ship Passenger Other2/Total
Amendments which Increase
Measurement tons:
Deck Cargo +578 +4,332 +9 +1,038 +5,957
Fuel +2,2%0 +356 +117 +2,965 +5,
Hatch Exemption +209 +101 +5 +477 +792
Public Rcoms =~ - - +423 +4232
Water tanks +198 +1 +3 +290 +492
Amendments which Decrease
Measurement tons:
Boatswain's Stores =118 '-213 -7 -641 -97%
Engr. Shops -11 -~ -8 ' -1 ~45 -65
All Flags Tolls Increase +3,146 +4,569 +550 +4,083 +12,34%
% Increase - +10% +28% +28%, +4% +C%
U.S. Flag Tolls Increase +410 +1,708 +59 +156 +2,
% Increase +12% +37% : +16% {3% +17%

1/ Shipping companies generally believe that the Company's
-~ estimates of tolls impact are understated

2/ 1Includes dry bulk carriers, tankers, specialized product
carriers.

‘Maritime Ind“strv V*eﬁs

S 't". . . - - o NS
RS e e ®

. Shlpplpg companles, unlons, porg authorltles and selected .
?1'1ndustr1es {e.g:, " lumber’ companles) Have- ;lle&-objectﬁons wlth

the Panama Canal Companv regarding “thHe proposed amendrents. The
most commonly-cited objections to the amendments have been the
following:

~--the amendments constitute a "de facto" toll increase, the
impact of which has not been satisfactorily evaluated.-
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--the amendments particularly impact containerships and
hence are "disgscriminatorv." Furthermore, hecause the
U.5.~flag fleet has more containerships than do
foreign—-flag fleets, U.S. shipping companies sustain
a proportionally greater financial injury.

--the amendments do not improve the accuracy of the
measurement of ship cargo capacity, and hence are not
more equitable. )

--the amendments' impact on tolls will have negative side
effects; it will:

.+ .further reduce Canal traffic and therefore dampen
positive revenue effects of the amendments.

«...increase ocean freight rates and contribute to
inflation.

...lead to the abandonment of some shipping services
and divert cargo passing through North Atlantic
U.S. ports to cross-continental rail or truck
transportation (leading to pcssible environmental
degradation).

~~the amendments, and the perceived toll increases they
cause, beg the issue of the Company's ability to cut
costs and thereby obviate the need for additional
revenue.

The Company published the amendments in the Federal Register
in July 1975, received written replies, opened the issue to
hearings, and in November the Company's Board of Directors
approved the original recommendations. The maritime industry
is highly irritated over the fact that the Board approved:the
amencdments without change, seemingly having ignored the
industry's many cobjections.

Despite the wide range of objebtions filed. with the Company, the
maritime 1nduqbry is principally concerned with only one amend-

ment -~ the "on~deck cargo" amendment. This amendment would
have the effect of measuring all on-deck cargo transiting the
31Cana1, anc asae851ng tolls accowdlnolv., Currentl ton~dcck R

P oy .! .'- RO . St . e
A,,.‘.m ‘.._A,,“ P ‘.n,-,. y.- ,. IR

‘neasurcmont by the Conpany of deck loaus of 102 cohn talncrqblps
transiting the Canal showed that the net tonnage {(and therefore
tolls) for these ships as a result of the application of the
deck cargo rule would increase by 28% in the aggregate, although
the net tonnage of U.S.-flag vessels in the group would increase
by 37%. As shown in the table in the previous section, the
on-deck cargo rule accounts for about half of the annual
estimated 1uTes toll increasec of $12 million.

";,_«. -~-- el .’s‘-- ,,ﬂ_ _,,m.\,., P

Cad
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Two major U.S. shipping cempany assoclations—~ the American
Institute of Merchant Shipping (AIMS) and the American
Maritime Association (AMA)-~have privately indicated to us
that if the on-deck cargo rule were dropped from the package
of amendments, the opposition of their member companies to
the remainder of the amendments would be minimal.

Congressional Views

Although the Congress has no statutory role relative to the
establishment of Panama Canal Company tolls, the maritime
industry has gencrated strong support for i¥s position in both
the House and Senate. In the House, Mrs. Sullivan {(Chairman

of the Merchant Marine and Fisheries Committee) and Mr. Metcalfe
(Chairman of the Panama Canal Subcommittee), as well as 29

other members of the House, have cosigned a letter to the
President asking that no action be taken on the pending measure- -
ment rules amendments until the House has had the opportunity

to review the measurement formulas in detail at future hearings
(letter attached). Likewise in the Senate, Senators Magnuson
(Chairman of the Commerce Committee) and Long (Chairman of

the Merchant Marine Subcormittee) have "joinled] with Members

of the House of Representatives who have expressed their
interests in this to you and request that no action be taken

on these proposed changes until adecuate Congressional review

of this important subject has been undertaken.”

Mrsg. Sullivan and Mr. Metcalfe have also requested a "full
investigation” of the financial situation of the Panama Canal

Company by the GAO, and have sent an extensive list of guestions

on the anticipated impact of the prorosed measurement rules

to the Company. However, hearings have not yet been scheduled
in either House or Senate. Company staff report that little

congressional actior comld be euprected if the President were

to delay action on the amendments--that the primary purpose

of congressional intervention is to obstruct Company action
shich would be 1njurﬁops to the U.S. merchant marine.

Agency Views

The following agencies have expressed no ohjsﬂtlon to the propose

- amsndmentsy | Justice, Treasdyy, Federal Mayitinas ?D“M18”10n,' '“fj‘
sAqriculfure; ~Natonal Sdouritv. Couchl, “and’ COUﬂ“ll GE: Inuer“‘”' .
"National TCONOR1C: FOL1ICY. »ngpnCLQJ wnlch havVe- exoresaeﬂ concerns.:
are as follows:




~-- Commerce, The Commerce Department cpposes the proposed
amencments and recommends that Presidential approval
"be delayed until a thorough assessment of the problems
which are raisecd by these proposals can be completed.®
Commerce reiterates most of the objections raised
by the maritime industry, along with the following
additional points:

«+.The amendments cdeviate from the concepts established
in 1937 by a Presidentially-appointed committee. The
amendments should he evaluated by a body of the same
level bhefore approval.

...The amendments adversely impact U.S.-flag containerships,
the most competitive element of the U.S.-flag fleet.
In the long term, the amendments could result in an
increased need for Federal assistance to the U.S.
merchant fleet.

-

.».The on~deck cargo amencment is not precisely defined

— 77 and administration may be difficult.

——-Transportation. DOT recommends that "additional analysis
woulca be desirable hefore... issuance of the regulations™"
based on the following:

...If diversion of cargo from ocean carriage to cross-
continential land carriage were to result from the
amendment, there could be benefits to the U.S. railroad
industxy but diskenefits to the U.S. shipping industry.
This should ke assessed.

.+..The Senate may ratify the 1969 International Convention
on Tonnage Measurement of Ships, which would establish
new parameters for measuring shipping tonnages.
Although the law would not enter into force until at
least two years later, and although the Ccmpany would
not be lecally required to alter its measurement
system, "it micht seem reasonable for the...Company
to consider developing a syqtem enmploving the same...
'parameters as those used in the Tonnage Convcnt*on "

,State., The State Deoartment adv1ses that the amendments
havewno effect on - the senoltlve SRR treaty negotlatxcns
with' the” Rooub}lﬂ of Panama over the status of the Pana
Canal. State further reports that foreign shipping
interests have ohjected to the amendments and the govern-
ments of Crecece, Yorway, Spain, Japan, Italy and Sweden
have made re plaseﬁtatiors to the Devartment of State
critical of the chanages. State concludes that the
"complaints should e carefully considered and treated
appropriately in any final decision."
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Discussion of the Merits and Demerits of the Proposed Amendments

The rules of measurement currently emploved by the Panama
Canal Company are based on the principle that canal tolls are
to be assessed on the "earning capacity" of vessels. Earning
capacity of vessels is defined as space available for
carriage of cargo and passengers. In the most general terms,
this determination is made by measuring the volume of the
space enclosed by the entire vessel {(gross tonnage) and
deducting from this total, that space, such as the engine
room, which is not available for the carriage of cargo or
passengers (net tonnage}. The assumption is that every net
cubic foot of below-deck smace can be potentially used. A
ship's net capacity, therefore, is currently the sole basis
for toll assessments, Net capacity does not consider such
factors as volume, weight, or value of cargoes carried
(utilization of capacity). Because the system entails
measuring the ship instead of the cargo, ships only need

to be measured once, instead of transit-by-transit, and
administration of the system is thereby facilitated.

The Panama Canal vessel measurement system, like almost all
other vessel measurement systems, is derived frem principles
originally laid down in nineteenth century England by George
Moorsom. Moorsom established the principle of measuring vessels
net capacities as determined by all enclosed (below-deck)
spaces as measured in cubic feet, divided by 108, so that one
toen represents 100 cubic feet of smace. Almost all vessel
measurement systems start with the Moorsom method for
determining gross tonnage. However, differences often result
from the apvlication of differing exemptions and deductions
in arriving at net tonnage figures. Panama Canal and@ Suez
Canal systems are similar and produce similar net tonnages.

Six Minor Amendments

Of the seven substantive measurement rule amendments provosed

by the Panama Canal Company, six are relatively non-controver-

sial. These six would alter, in a ninor way, existing

exempticns and deductions for the following svaces: fuel

tanks, hatchways, water tanks, nublic rooms on vassenser

H«Ji;“'k
four-woirld-have the effect of" 1ﬁcreu51rg tonnage meagurements. . ‘<’w*
.The.lastytwo would-have:the: effect ‘of: Gecreasing “tonnaget ‘“*ﬂ il
measurements. These are further described below:

~- 2Amendmerits which increase measurement tons:

«+.Fuel., The amendment would substitute actual
measurement of fuel svaces for the existing
rule by which the deduction for fuel is normally
computod at 75% of the measured space of the
engine rocom.

g g e
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.. .Hatch Exempntion. The amendment would eliminate
the current exclusion of the cubical contents of
hatchwavs. In modern shin design, hatch covers
fit over the top of hatchways and the space under
the hatch cover is available for cargo.

...Water Tanks. The amendment would eliminate the
current exclusion of the measurement of water
tanks used for fresh water for ship use. This
would achieve consistency with the treatment of
other like spaces that are not allowed as
measurement deductions.

...Public Rooms. The amendment would eliminate the
current exclusion of the measurements of public
rooms (e.g., dining rooms, lounges, barber shops,
swimming pools). This is based on the premise
that public rooms are spaces available for the
use of the passengers and hence a consistent
application of the earning capacity concept
precludes deduction of these spaces.

-~ Amendments which decrease measurement tons;

.. .Boatswain's Stores, The amendment would permit
exclusion of measurements for boatsvain's stores
on the oremise that space used for this purpose
is unavailable for stowage of cargo, vassenger

! . use, or other directly related purposes.

...Engineers' Shors. This amendment would allow
deductions of measurements for engineers' shop
space over the current arbitrary deduction
ceiling of 50 tons. Actual measurements of
engineers' shops would determine the applicable
deduction. .

The intent of these six amendments is to avoid "double counting®

of selected ship spaces anc /or refine measurement standards in
accord with changed ship design. HNone of the above six

proposed amendments have heen strongly opposed by the maritime
Andustry .as a whele. Fo”cver, passenger vessel orerators are. -l
Aapset..over- the.—nubllc xooms' ,amendﬂent wnlch would 1ncreasa FES e
thelr tell dssessménts, by about $550~ thousand annually.: (+98%);
" U.S.4flag vessél operators ‘account for only $59 thousand of
the total.

The On-Deck Cargo 2mendment

Currently, on-deck cargo (e.g., containerized carqgo, stores,
livestock) is excluded frcm measurement and toll assessment.
The seventh amendment proposed by the Panama Canal Company
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would reguire the measurement of all on-deck cargo for everv
vessel transit. The proposed amendment describes this as
follows: :

"The deck space occupied by the goods thus carried
shall be determined at the time of the application
of the vessel for passage through the canal and
shall be deemed to be the space limited by the
area occupied by the goods and by straight lines
enclosing a rectangular space sufficient to )
include the goods." !

The on-deck cargo amendment has generated a great deal of heat
on the part cf the maritime industry (e.g., the amendment is
alleged to be "arbitrary and capricious" and "discriminatory"
against both containership operators and the U.S.-flag fleet).

Containerships are the primary carriers of on-deck carco.

By this amendment, if a containershiv overator transited the
Canal with no..on~-deck containers on one occasion, 50 on
another, and 100 on anrother, he would be charged differently
on_each occasion. The Panama Canal Company believes the
amendment is desirable because there is "no doubt that the
use of the deck for deckloads adds to the space of the vessel

available for carrying carqgo, and hence is a valuable component

of earning capacity of the vessel required to be measured."

FPew would disagree with the proposition that, in theory,
on-deck cargo carriage should be subject to toll assessment.
However, the Comwanv's vronosal for assessing on-deck cargo
poses serious problems, principallv because it is inconsistent
with other Company cargo measurement rules. The inconsistency
results from the fact that the on-deck cargo amendment reguires
measurement and toll assessment for all cargo actually carried
on deck. Utilization of on-deck space, therefore, would he
the basis for toll assessment. However, as previously 7
explained, the existing Panama Canal ship measurement system
for belou-deck space is based on the vprinciple of net chip
capacity, assuming no wasted space resulting from the type of
cargo carried or manner of carriage and irrespective of the
amount of carco chuallv c&rV1ed on & g*ven tr ns;L.

. (;_ s, ;.'-

iThe reqult af.the 1nccn815tency 1s‘a toll assesament sy%tém
which appears to bLa Drc;udlclal to contaihership Operators. ™
Much of the below-deck space is leost in containerships
because rectangular container cells cannot fully utilize

the curved spaces against the hull of the vessel and because
spaces rmust be left between containers. As partial compen-
sation for this lost space, containerships carry containers
on deck. In effect, the containership operator has chosen
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to offset the somewhat reduced carrving capacity of the vessel
.with greater 'efficiency in cargo handling. 1In this licht,

the proposed amencdment does not account for "lost space” on
containerships and thereby constitutes a serious deviation
from the concent of measurement which recuires tolls to be
assessed against vessels' actual cargo carrying capacities.

Approval of the on—decv cargo amendment would penalize this
form of cargo carriage. It would reguire continued toll
assessment for all below-deck swmace, whether or not utilized,
and would superimpcse a tolls burden for on-deck cargo
carriage. 1In fact, it ampears that containership operatocrs
are already relatively "over assessed.” FY 1975 data indicate
that, when recomputed on a dollar-per-ton-carried bhasis,
centainership overators were assessed $2.12 per ton compared
with $1.15 for general cargo ship operators.

Based on the above, it mav he avpropriate for the Panama
Canal Company to reevaluate the tonnage mcasurement system
to determine if it is prejudicial to certain classes of
carriers, and, if so, to recommend remedial actions.

Options

#1. Approve all seven amendments in their entirety.

$#2. Approve all but the on-deck cargo amendment. Request the
Company to reevaluate on-deck cargo measurement rules in
the context of the overall eguities/inequities of the
existing measurement system.

#3. Disapprove all seven amendments. PRequest the Company to
further study alleged preijudicial aspects of the existing

measurement system.

Discussicn of Oontions

Option #1

'The amendment -'1n the adgrégat -'{ﬁﬁrov'Athe tonnage
"measurenent standards’which have been "in force*for
the past 38 years in terms of accuracy and equity.

-~ The amendments add revenues to the Company (until a
toll increase is put into effect) in a period in
which the Company's financial situation is seriously
deteriorated. :



-~ Insofar as the Company is able to collect additional
revenues now, the nmagnitude of the future general
toll increase could be reduced. The smaller the
general toll increase, the less strenuous will be
the opposition to it.

Con
-~ The appropriateness of the on-deck cargo amendment is
not clear, It is inconsistent with the existing
measurement system and aopears prejudicial to
containership corerators who would suffer a heavy
toll burden (+37%)}.

R

-~ Approval of the amendments may give the false
impression of curing the Company's financial woes,
wvhereas onlvy a general toll increase can generate
sufficient revenues to make the Company self-sustaining.

-- Approval of the amendments runs counter to expressed
maritime industry and congressional requests to the
President. This could lead to congressional action
to restrict 2dministration authority relative to
the Canal (e.g., make all toll oproposals subject to
congressional review). This, in turn, could endanger
the more important future gensral toll increase,

Option =2

Pro
-~ It retains most of the amendments, thereby improving
the overall cargo measurement system.

-~ Insofar as there are justifiable grievances against
the on-deck cargo amendment and/or the cargo measure-
ment system as a whole, the issues could be further
studied by the Company.

~-- Disapproval of the on-deck cargo amendment would
almost entirely diffuse U.S. maritime industry
dissatisfaction with the amendments package.

- It allows Congrbs: to hold hearings on the. on~dgc<
Efcargo 1ssue, mer” congfesalonaT reoues%s tothe i T LT %
President. ' Congressional action to CerUHSCVlbe e A et
Administration authorities would be unlikely.
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Ccon

—- Insofar as aporoximately $6 million in revenues will
be forfeited if the amendment is not approved, the
deficit situation of the Commanv will worsen by a
like amount and the amount of the gencral toll
increase will have to be raised accordinglv to
accommodate the loss. The hicher the toll increase,
the more likely will be strenuous industry opposition
to it. :

—— maan - w——- o—

. == It would completely negate maritime industry and
congressional criticisms. '

—~=<"Insofar as the industry and the Conogress will have
been mollified on this issue, it may lessen tensions
relative to the announcement of a future toll increase
(although the magnitude of the increase will certainly
be an issue of contention).

Con
-=- The measurement rule anomalies of the current system
will be maintained indefinitely.

--~ It may make it more difficult to approve future Canal
toll proposals by leading the industrv and Congress
to think that vigorous onposition to such proposals
will lead to their rejection by the President.

-- Insofar as avproximately $12 million in revenues will
be forfeited if the amendment is not approved, the
deficit situation of the Companvy will worsen bv a
like amount and the amount of the gerneral toll increase
will have to he raised accordingly to accommodate
the loss.
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" December 19, 1975

The -Honorable Gerald A. Ford

President of the Un1ted States

The White House ‘ .
Washington, D. C. 20500 : .

Dear Mr. President:

Great concern has been expressed to us over the anticipated
consequences on U. S.-flag ocean carriers, particularly container-
ship operators and forest product shippers, resulting from the

| proposed changes in the rules for measuring vessels transiting
the Panama Canal.

The Panama Canal Company's proposal will actually result in
the third increase in Canal toll charges in less than 18 months.

" ‘Despite a large number of written and oral statements presented

to the company concerning the proposed changes wnhich were pubitshed
in the Federal Register on July 31, 1975, the measurement rules
changes have been submitted for your action without modification.

There appears to be a substantial number of very serious
questions regarding statutory requirements and treaty provisions

‘as well as significant economic and transportation issues involved

in these proposa?s.

We join with Members of the House of Representatwvns who
have expressed their interests in this to you and request that
[no action be taken on these proposed changes until adequate

Congressional review of this 1mportant subject has been under-
taken,

) ) e ’ ,{ .. T
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The President

The White House

Washington, D. C.
Dear Mr. President:

We have been advised that the Board of Directors
and Stockholder of the Panama Canal Company have
transmitted for your approval certain chdngeo to their
Rules for Measurement of Vessels. Since historically
it has been the responsibility cf the President of the
United States to gauge the effect of changes in Panama
Canal rules on the national transmortatlon policy of
the United States, we wish to communicate to you some
of our concerns vwhich we feel vou should bas cognizant
of in making your decision on this matter. The pur-
pose of this letter is to request that you sign the
proposed rules only after a thorough review of the -
national economic consequences of these changes and
upon the advice of those agencies in the Executive
Branch who can best speak to the effect of the proposed
rules on this Nation's commerce.

We are increasingly concerned with the financial
well-being of the Canal. In July of 1974, a 19.7 per-
cent toll rate increase was approved, the first since
the opening of the Canal. We should note that no toll
increase was required during these many years since the

.;Constantly escalatlng number of vessel transits and- : oo
“inCrea91ng‘Vessel sizer genera»ed sufficient revenue: tow-ﬁu,h7pwnnq@m

keep ahead of constantly rising Canal Company costs. - . .0 .00, 0
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The need for the 1974 general increcase in the toll

rate was premised upon certain accounting changcd nade

by the Company, decreasing vessel transits, and. increasing
operating and overhead costs. We were assured it was
necessary if the Company were to continue in a "break-even"
status, as is required by statute. The additional
financial burden placed on Amcrica's commerce was estimated
. to be many millions of dollars annually. It is noted ‘
that the current proposed rules change would result in an
additional 37 percent assessment for deck cargo on con-
tainerships. Our carriers simply cannot afford these

added operating costs, and the current prcposed rules

could be much more detrlmental to U. S. commerce than the
.1974 increase. ' : )

The proposed'rules in question represent another

de facto toll rate increase, although the burden would
be largely borne by certain types of vessels, notably
U.S.-flag containerships. While only eight percent of
the annual transits of the Canal are made by vessels of
U.S.-flag registry, amprOXLnately 37 percént of the con-
tainexrships which transit the Canal are U.S. -flag vessels.
The average contalnershlp which transits the Canal today
pays about $19,000 in tolls. Under the proposed measure-
ment rules, it would pay approximately $26,000. Since
the Company has not vet prepared and released its fiscal:
year 1975 report, except for traffic statisticsg, it is

not now possible to assess either the increased revenue

resulting from the 1974 toll increase or the necessity
for these proposed rules. We do know that vessel transits
and cargo tonnage are continuing to decline, and that
Company costs are continuing to rise. We believe that
steps can and must be taken to reverse these trends.

At the time of the tolls increase last year, the
Committee did not take any action since we felt the in-
crease was. reasonable inasmuch as it was the first and
only increase since the Canal has been in cxistence.

. The present proposal to change the Canal Company‘s Rules

. -f0Y Measnrement of Vessels prescnts a different picture, -

* However s - Among - .other<thinds, it will.affect. the: COmoétlﬂf":
tive balance between the continental railroads and the: EERINICS
walter carrier Canal users, and the burden will £all.most
heavily on several U.S.-flag container and passenger ship
operators. In addition, if this change is approved, we
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~note the Canal Company's continuing emphasis on the
alleged need for increased revenucs, which suggests that
the Company may propose anotner tolls increase in the
near future.

We anticipate that the Committee and its Panama
Canal Subcommittee will be reviewing the toll and tonnage
measurement formulas in some detail at future hearings.
‘We will be particularly interested in evaluating the
adverse impact of the pronosed rules on the well-being of
the U. S. merchant marine and American commercial inter-
ests. We will keep you advised of our progress and plans,
and again ask that no action be taken at this time on
the pending measurement rules change.

Sincerely,

S .

. ’““'w % MM}

o Leo}or K. {(Mrs. John B. } Sullivan
Chairman

4/%, it

/;
Ralph H. Metcalfe /{/
Chairman

Subcommittee on Fanama Canal

-5,
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~ DEMOCRATS *
Signed

Leonor K. Sullivan, MO

John D, Dingell, MI

Thomas N, Downing, VA

Paul G, Rogers, FL.

~ Joha M, Murphy, NY* °
" Walter B. Jones, NC

. Mario Biaggi, NY

- Glenn M. Anderson, CA
- E (Kika) de la Garza, TX
Ralph H. Metcalfe, IL
~ John B, Breaux, LA
Fred B. Rooney, PA =
 Paul S, Sarbanes, I\/’D
"Bo Ginn, GA '
“David R, Bowen MS
Joshua Eilberg, PA
" Ron de Lugo, :
. Carroll Hubbard, Jr., KY
Don Bonker, WA
Les AuCoin, OR
Norman E, D'Amours, NH
Leo C. Zeferetti, NY =~
. James L. Oberstar, MN

o REPUBLICANS
. | Slgned '

Pau}. N. McCloskey, Jr., CA
Edwin B, Forsythe, NTJ
David C. Treen, LA

Joel Pritchard, WA

Don Young, AL

Norman F, Lent, NY

- Matthew: ]“ Rmaldo, N]"

David ¥. Emery, ME

DEMOCRATS
Did not Sign

Thomas L. Ashley, OH
Robert L.. Leggett, CA
Gerry E. Studds, MA
Jerry M. Patterson, CA

REPUBLICANS

- Did not Sign

Philip E. Ruppe, MI

‘Charles A, Mosher, OH
- M, G, Snyder, XY

Pierre S. du Pont IV, DE
Robert E. Bauman, MD




RESOLUTION

WHEREAS , pursuant to the authority of sections 411 and 412 of
Title 2 of the Canal Zone Code, (76A Stat. 27}, at a special meeting
on July 28, 1975, the Board of Directors of the Panama Canal Company
proposed certain amendments to the rules for measurement of vessels
for the Panama Canal for the purpose of more accurately reflecting
‘ thé earning capacity of vessels using the Céﬁali and
"WHEREAS, at the special meeting of the Board of Directors on
Iuly 28, 1975, pursuant to the provisions of the applicable regulations
of the Panama Canal Company, five members of the Board of Directors
were designated as a panel to conduct a public hearing 5n the proposed
7 Changes in the measurement rules; and
WHEREAS , notice of the proposed amendments was published in the

Federal Register on July 31, 1975, (40 FR 32140) and a correction was -

published in the Federal Register on August 11, 1975, (40 FR 34619); and

WHEREAS, the notice of the proposed amendments of the measure~
ment rules invited interested parties to participate in the rulemaking pro-
cess through submission of written data, views or arguments, and sub-

mission of supplementary data, views or arguments at a public hearing

: 'to be held m ‘Nashmgton D C oF on Oc‘tobe‘r 6 1975‘ and

-

WHEREAS, in af*cordance with the notlce and the provisions of the

Company's regulations governing procedures for rulemaking, interested
pany



parties did submit written data, viewsvand arguments and, at the public
hearing on October 6, 1975, submitted supplementary data, views and
arguments in reference to the proposed amendments of the measurement
rules; and )

~WHEREAS, the panel designated by the Board of Directors to con-
dﬁct the hearing has submitted its report, including the written data
submitted by interested parties and a full transcript of the hearing, with

copies of documents submitted at the hearing and thereafter within the

time fixed by the panel, and the recommendations of the panel with

respect to the proposed amendments of the measurement rules; ’and

WHEREAS, all relevant matters presented have been considered by
»the Board of Directors; and

; WHEREAS , the Board of Directors, having given careful rconsideration

to the assessment of the environmental impact of the proposed amendments
of the measuremen’; rules , has determined that such amendments would not
significantly affect the quality of the human ’environment;

NOWw, THEREFORE BE IT RESOLVED , That, in accordance with sections
41‘1 and 412 of Title 2 of the Canal Zone Code, (76A Stat. 27) the rﬁles

of measurement of vessels for the Panama Canal prescrlbed by 'che Pre51dent

4% 1 .

by Proclamatmn 2248 of August 25 1937 be amendec} upOn approval by the "

President, but not earlier than six months from July 31, 1975 , the date of



publication of notice of the proposed change in the Federal Register,

by amendment of Part 135 of Title 35 of the Code of Federal Regulations

as follows:

PART 135 -~ RULES FOR MEASUREMENT

& ]35.33 ‘TAmended}

- 1.Tn § 135.82 the references o k4 133 86
are amended to read § 135, \.5

§135.93 [Amended]

2. In the last line of § 125.33 the rel-
erence to §135.80 is s*nended to reed
§ 135.85.

3. Section 135, So xs rewsed to read as.
follows:

- § 135.85  Certain spacea !mtween' frner
- and outer plating of double hottom,

~ Space or spaces between the inner and
...-otter plating of the double bottom of a
vessel shall be exempted from measure~
ment, except when used, designated or
intended for cerrying cargo or fuel; bus
‘the tonnage of such spaces within. the
double bottom as are or may be'used for

carrying c¢axgo or fuel shall be deter--

mined and included in the gross tonnaze,
The tonnage of double bobttom” tanks
avzilable for ecargo or fuel may-be
obiained by mulliplying the hqujdo-ca‘
pacity weight by the proper conversmn
‘factor §o get tons of 109 cubic feet,

§ 13566 [Revoked] ~ <~ -
4. Section 13536 is revoked. © - -

" 5. Following § 135.112 2 new § 135 113
preceded -by- the xmdesxgnated center.

heading “Decx C'mco * b added readm”
asfol!owy SEETIR e
“ Dbcxc.mcc
§ 133.113 Dack cargo, T . ’*" ORI
| If ahy ship carries stores, tmber
livestock, containers, or other cargo in

any space upon an open deck notl perma~.

nently covered or in spaces exempted
under paragraphs (a) and (b)Y of § 135.~
82, all tolls-and other charges payable
on the vessel's net tonnage shall be pay-
able vpon the vessel’s net tonnags (as

. defined below in. §§135.271-287 and. . -
§8135.321-327) " increased by the ton- :
.. page of the space occupied at the time’ Y
*-"at which the tolls or-other charges bes-

come payable by the goods carried upon
deck and pot permanenily covered or
closed-in. The deck space- occupied by
the goods thus carried shall be deter-
mined at the time of the application of
the vessel for passage through the canal
and sivzll be deemed to be the spage lim-
ited by the zrea occupied by the goods
and by straight lines enclosing g rectan-
gular space sufficient to inciude the
goods. The tonnage of the space occu-
pied by the goods shall be ascertained

. . o
-“.,-.A‘. ,_.‘.‘- .. .'_‘. .

OF VESSELS

by multiplying together the length,
breadtn and depih of said rectangular
space oy spaces and dividing the prod-
uet by 100 or 2.82, according 2s the meas-
urements arz taken in feel or meters,
Nothing in this section shall. In any
manrer affect the provisions of §§ 133.-
2; 135.61-63;0r.135.81-68. .. -
§135.142 [Amendedl = . -7 7
6.In § 135.142 ithe reference to L 35
171-135.182 is amenﬁﬁd to read >,§ 135.
171-135.183. ° . - | . . L

§185.175 ' [Amended] = © %

7. In $135175 the Iast sentonce is
amended by adding the words *or fuel”
between the words “cargo” s,nd Hthe
tonnage.” -

8. Following §135.182 a new § 1 5, 183
is added, readicg as follows: -
§135.183 Hatchway% ’

The cubical contents. of hstchwa,s
shall he obiained by multiplying the
length ond breadth together and the
product by the mean depth teken from
the ifop of beam lo i,he hm.crs c‘.e ox t‘ae
hatch cover. .
§135.211 [Asnemled] ‘ ) :
9, Iy §135211 the reference i ths
Iourth line {o §135.132 is amended to
read § 133, 18 -~ . -
§133.271 (Amendeﬁ} .

10. In § 135.271 the reference in the
second line fo § 135.286 is amer'ded to
read § 135.285.

§135 273 [Amended]

11, In § 135273 the reference in the
last line to § 125.286 is amended to read

§ 135.285.
12, Tn §135274, pam araph (c) 13
an.e*med to read es follows: B
Spaces for stowage of s:ores

g (sr cargo, not dcduued.

. ]

-

distilled water, machines, tools and ma-
terinl for remair work, mines and mining
maierials, torpedoes, nros, and ammuni-
tion.

-13. Section 1'%:; 231 is remed to read
as Io‘!ows. o

S on stpply ‘Ships, stares “snpplles.
of all' kinds, distilling machinery and

.
:

¥yt

i
-
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133.281  Spuces nsed for I)Od:SYO dn's

stores, deducted,

S;nfws vsed exclustvely for boalswain's

rog, including paint and inmp rooms,

3,,\

nuble in extent,
4
¢ 39

¢ : coee
§ 153,232 Spaces wsed for enginecer’s

shops, deducted,

Spaces used exclusively for engineer's
shops shall be deducted, The dedustion
of spaces under this mcvmn shiall be rea-

sornable in extent,

15, Inn § 135.285 the heading of the sec~
tion and paragranh (o) are revised to

Yead az follows: .

§133.285 Vater bauust spaces, de-

ducted.

(aY Water ballast spzess, other than
spaces in the vessel’s double bottom, shall
be deducted if they are addpbed end usad
only for water ballast, have for entrance
. only ordinary circular or oval manhioles
whose greatest diameter does nol exceed

30 inches, and are not svailables for the
carriage of cargo, stores, or fuel. Snaces

that weuld otherwise gualily as water
ballast except that they zre elso used
.for fuel for the vessal's own use shail be
regarded as part of the vessel’s Tuel space

as defived In § 123,390,

. > * N * -
§ 135.286 © [Revoked]

15. Section 125.286 {s revoked.

1. Section 135 20? is revised fo read
as follo:t:s.

§ 125.207 Dlurking and use of defucted
NS,

Each of the spaces enumerabed ln
§§ 125.275-1356.285, unless otherwlse spe-
cificaliy siated, shall be subject to such
conditions and reculremernts a3 o mark-

ing or desizmalion and use or purpose
asare ccntamed in the navigation or reg-
istry laws of the several countries, but
no space sazll be deducted unless the use

31 be deducted. Tne deduction of
ices wnder this section shall be rea-

Section 125.582 Is revised to read

§ 135327 I’mgelhne: pos-c, (’educuom\,
Liow mades .

- The deductions mada for p*’opexhn'f
power provided for in §§ 135.322-135.325
shall be meade by '>c.ci, 1z to the spazce
occupied ‘u,: vh:-\ enzine room as defined
i §§ 125.252-135.23¢ and 135.332, the
spaces o w.lao!a for fuel as defined in
§3% 1aa 350 and 135391, - ' ’

. The undesignated center heading
precedn” §135.351 is a“acndud to :e%d
as felows:

Sracz OCCUPIED BY TweiNs Roou
§ 135.3‘31 [IZevoked]

22, S2ction 135.351 is revoked.
23.1In § 135,252 the last faur xntences
aro revised to read o3 follow:
§ 135.352  What unu-n!o«y] by spree,
occupied by engine rooms.

= « = YWhen 2 portion of the space
within the boundary of the engine or
boiler room i3 ocoupicd by a tank
tanks for the storage of fresh v .,uer,

Iubricating oll, or fuel, including settling

tanks, the space considered to be within

the engine room shall be reduced by the
space taken up by such ianks. Installa-
tions rot sirietly reguired for the work-
ing of the crgines or boilers e2re not to
be included in the engine reom measurc~
ment po matier where situated but given
separate deductions when they qualify
undar §§ 155.271-135.235 and are lis‘ad
under the "::p*oo riate item on page 2 or
- the Paname Canal Certifical

" 24, In § 133.\,33 the last senvenee is

revised to read as fallows: :

§ 135.353 Nlanner eof ascertaining cubi-
cal contenl of spaces occupied by en-
cine room. .

= + + Add such contents, 25 well &3
those of the space occupied by the shaft
trunk and by any donkey engine onod
boiler located within the boundery of the
engine room or of the light and 2ir cas-
jinz akove the engine room ond used in
connection with the main machinery for
propeliing the ship, to tha cubleal con~

10 which it is to be exclusively devoied 3 1
has been appropriately designated by of- tenis of the sp?-ce‘ bel ow ihe crown of the
ficial mariing. In no case, however, shall engine rocm; divide the sum by 100 or
an arbitrery maximum limit be fixed to by 2.3? according as the mezsurements
the aggregate deducticn made . urder are taken in Ieet or melers, and the ro-
§§ 135.271-135.285. sult shall be ceemed to be the spoce
e c occupied by tke engine room for pur-
§ 135.522 [Amended] poses of celeulating :.."P dec.t...c..lon f&r
- 18. In § 135.322 the reference to § 135.~

g propelling power.
<288 in the nead.n‘r and m the second hne el -23. Section 133 3.)—1 -is- }“ev.sad 0. read
of to .

L ‘”a:s TOLOWS:,: "5 st
235,57

e e ST § 135.354 " Manner of accert.unu;" cubi-
§135.324 fnmended} )
19. In §135324 the reference to

cal content of gpaces occupied by ene
win€ room; wvhersengines and boilers

§§ 135.281-135.233 is amended to yeod

£§ 135.252-135.354, 135.352.

are in geparate compartroents, .
It in any ship in which the space for

20. Section 135 327 is revised to read
as follows:

.

propelling power is to be measured tha
engines and boilers are in separate com~
partraents,  the coxtents of each com-
partment shall be measured separately




in lie manner, according to thz sbove

nethod; end the sum of the tonnagze of
the spaces included in the several come-
partments shall be deemed to b2 the
space occupled by the engine rocm for
purposes of calculating the deduction
for propeling power. - o
§ 133.381 [Revoked]

26. Seciion 135.281 and thp undesig-~
nated center heading preceding that see-
tion reading “PrOPELLING Powea Deouc-
TIoN Yor Vessers Wity Prxep Buwkeas,
or Havorg Pozn-Om  COMPARTMENTS
Tuar CANNOT Be UsEp 10 S10W CARGO OR
Srorss” eve revoked, ST

§135. 33 [Revoked} oo

27. Section 135.383 is revo‘ced

28. Two mnew sections numbered
£8% 135.390 and 135.291, preceded by an
undesignated -center heading “Smcaq
AvalLanie ror CArRniaGgzs OF "s":.” are
added, reading as follows:

Sraces "L"AII.ABLB ror CarrIAGE oF FUrL

§ 135.390 Snaces avaluble for the car-
riage of foel.

“The spaces available for the c.rr]
of Iuel will include the actual volume of
‘tanks or fixed compariments for the
storzge of Jubriceting ol or fuel, includ-
Ing setlling tanks, which cannot be used
to stow cargo or storses and which have

been certified Ly officisl marking to be,

" spaces for the vessel’s own fucl. Duel
purpose fusl tanks whose only other use
is for {12 carriags of water ballast will
be inciuded in the fuel deducticn pro-
vided they have been included in the
gross tonnage and thfy in alI other
respiets for o decductio »

§ 135391 Manner of ascertu?n'ing cubi~
©  eal ‘contenis of snaces available for
the carriage of fuel. . .

The cubical conients of the abcve-
named spaces zyvailable for the carriage
of fuel shall be escerteined in agcordance
with the following provisions: For each
fuel tank or compartment, measure the
mean length. Ascertzin the area of three
transverse gections of the ship (as seb
forth in §§ 135.141 or 135.142-135.241 for
the calculation of the gross tonnagey to
the deck which covers the tank or com-
bariment. One of these three sections
must -pass through the middle of the

aforesaid length, and the.two others'
Py throug”l the {wo extremeties.. Agd to'tre; Wl
sum of the two. ettrame ‘sections . four-

“times ‘the middie’ one, and rrullinly the
sum thus oblained by the third of the
distance between the two section. This

product, divided by 100 i the measure-
ments are taken in English feet, or by
283 U they ere taken in metbers, gives
tha jonnage of the spaced measured.
VWhen they cannot be readily measured,
the tonnage of tanks niay also be ob—
tained by using liquid capacity times the
‘conversion factor with one-sixtin off for
frames in case of pzak tanks and one-
- Lwellth off In case of wings or deep tanks.

£135.412 - {Asnendirf”

29, Tt 135.412 the words aerd firures

in the second, tnird, and fourtn lnes
“ether than fuel spacss deducted under
§% 135.351-133.254" are revoked.

30. Section 133.511 is rew‘seci to read
as follows: L

§ 135.511 ;’édnli;ib:ra!ion of rules. -

The rules of messurement provided i

this pait sholl be administered by the
President of me E’a.nama Canzl Com-
vany. .

FR Dec.:o—s.‘t*‘?:; I“‘!ed 1’-"0~'6,3 45 ..m]




BE IT FURTHER RESOLVED , That the Secretary of the Panama Canal
Company cause notice of the adoption of the amendments of the mea-

surement rules to be published in the Federal Register in the form pre-

scribed by applicable laws and regulations.

BE IT FURTHER RESOLVED , That upon publication of the said notice

of amendment of the measurement rules in the Federal Register, the
Stockholder of the Panama Canal Company transmit the amendments of

said rules to the President for his approval.

Approved except for Section 135.113 which would provide for

the inclusion in net tonnage of the space occupied
by deck cargo:

Date:




THE WHITE HOUSE

WASHINGTON

Dear Mr. Secretary:

Pursuant to Section 411 of Title 2 of the Canal Zone Code, I have ,
reviewed the request of yourself and the Panama Canal Company regarding
rules of measurement of vessels transiting the Panama Canal.

I have approved the proposed amendments with-the exception of 35 CFR
135.113, the provision for the inclusion in net tonnage of space
occupied by on-deck carge. In principle, I concur that on-deck
cargo should be subject to tell assessment, like below-deck cargo.

I am concerned, however, that this proposed amendment may tend to
discriminate against containership operators. 1 note, for example,
that 1975 data show that toll assessments per ton carried were $2.12
for containerships compared with $1.15 for general cargo ships. The
on-deck cargo amendment would dramatically increase containership
tol1 assessments and therefore increase this disparity. I encourage
you and the Company to further review the tonnage measurement

system to determine if it is prejudicial to certain classes of
carriers and, if so, to recommend remedial measures.

I am alsc greatly concerned over the Panama Canal Company's financial
condition, generated by rapidly rising costs and declining vessel
transits. Recognizing that the Panama Canal Company and Canal Zone
Government are actively seeking to restrain cost increases, I
nevertheless request that your office and thzs Company determine

vhere further reductions can be taken. These reductions are necessary
to retain the Company's strict self-sustaining financial status and to
minimize any general toll increase which may be needed. Your review
should encompass both capital construction and operating expenses of
the Panama Canal Company and the Canal Zone Government.

Respectfully,

Honorable Martin R. Hoffman
Secretary of the Army
Washington, D. C. 20310




U pttachment”

THE WHITE HOUSE

WASHINGTON

Dear Mrs. Sullivan:

This is in further reply to your December letter to me regarding the
measurement rule amendments proposed by the Panama Canal Company

and the Secretary of the Army.

I have carefully reviewed the issues. For the reasons cited in my
letter to the Secretary of the Army (copy attached), I have approved
the proposed amendments with the exception of the so-called "on-deck
cargo" amendment. As you know, this is the most important of the
améndments proposed for my approval.

As you will note, I have encouraged the Secretary of the Army and
the Panama Canal Company to review further the tonnage measurement
system to determine if it is prejudicial to certain classes of
carriers, and if so, to recommend remedial action. This action
also wiil provide your committee the opportunity to review issues
pertaining to the Company's toll structure and financial status,
as the committee finds appropriate.

Respectfully,

Honorable Leonor K. Sullivan
Chairman

Merchant Marine and Fisheries
House of Representatives
Washington, D. C, 20515
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cc: Honorable Ralph H. Metcalfe
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THE WHITE HOUSE

WASHINGTON

Dear Mr. Chadrman:

This is in further reply to your december letter to me regarding the
measurement rule amendments proposed by the Panama Canal Ccmpany and
the Secretary of the Army.

I have carefully reviewed the issues. For the reasons cited in my
Tetter to the Secretary of the Army (copy attached), I have approved
the proposed amendments with the exception of the so-called "on-deck
cargo" amendment. As you know, this is the most important of the
-amendments proposed for my approval.

As you will note, I have encouraged the Secretary of the Army and the
Panama Canal Company to review further the tonnage measurement system
to determine if it is prejudicial to certain classes of carriers,

and if so, to recommend remedial action. This action also will
provide your committee the opportunity to review issues pertaining

to the Company's toll structure and financial status, as the
committee finds appropriate.

Respectfully,

Honorable Warren G. Magnuson
Chairman - :
Committee on Commerce
United States Senate
Washington, D. C. 20510
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cc: Russell B. Long
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THE WHITE HOUSE

WASHINGTON

March 16, 1976

MEMORANDUM FOR: THE PRESIDENT

FROM: JACK MAR

ou to have the attached
Canal,

Congresswoman Sullivan is anxious f
information in reference to the Pana

cc: Dick Cheney
Brent Scowcroft



March il, 1976

Mr. James J. O'Donnell
Local No. 14, AFGE
Box 1703

Balboa, Canal Zone

Dear Mr. O'Donnells

In the many years in which |1 have been in Congress I have always tried
to pay special attention to the problems of the average worker, whether he be
in my own Congressional District in Saint Louis, Missouri, or at the Panama Canal.
And, as you know, while Chairman of the Panama Canal Subcommittee for fifteen
years and Chairman of the House Committee on Merchant Marine and Fisheries
for the last four years, | have given very special attention to the operation of
the Panama Canal and the welfare of its employees. You probably realize that
1 have continually made retention of U. S. control of the Panama Canal one of
my major goals as a legislator and, hopefully, as a leader in this country. As a
result of my experience and beliefs about the importance of the Canal and the
environment in which it operates, | am concerned and alarmed at your recent
correspondence with respect to wage proposals recently made by the Canal Zone
Personnel Policy Coordinating Board.

I am one who understands the relationship between employee morale and
efficiency and the management and successful operation of the Panama Canal.
I understand that the Canal employee has had to live in an atmosphere of uncertainty
and apprehension for many years now, and that moves to change wage and compensa-
tion policies which might be disliked but tolerated elsewhere raise the deepest
doubts and even suspicions in the present environment in the Canal Zone, Certainly
the goal of good employee morale demands that we minimize as much as possible
the doubts and problems of Canal employees.

As | stated in an open letter to Canal employees on March 3, | am against
the proposal for a wage base freeze and I am working constantly against that
proposal. | hope that you will have faith in my ability and in the abllity of other
Members of Congress who have long been interested in the Canal to eventually
cause the Canal Zone Policy Board to somehow set aside these proposals and to
find other ways to deal with the financial problems that have beset the Canal
in recent years. I also hope that you will urge your fellow employees to avoid
job actions such as a strike or a slowdown which will undoubtedly injure the very
cause they would seek to promote.



Page Two
Mr. James J. O'Donnell March ll, 1976

The Committee on Merchiant Marine and Fisheries of the House of Representa-
tives will attempt to do its part to resolve the current crisis resulting from the
pr of the Coordinating Board. We have met with your representatives
of organized labor. We have talked with the Office of the Secretary of the Army
and his subordinates. We are promoting activity leading toward a solution to this
crisls. We will see the Panama Canal Subcommittee of this Committee hold hearings
on the finances of the Canal in the near future and many of the concerns you
raise In your correspondence, especially as to the motivation and substance of
these proposals, will be raised by Members in the hearings. Finally, we intend
to see whether there is some relief legisiation for the Canal enterprise which
might be in order.

I hope that all Canal employees will remember during these tense times
that the relationship between the Canal employee and the Canal user should not
be an adversary type of relationship but rather a cooperative one. The prosperous
operation of the Canal is a matter of mutual interest of the shipping and employee
communities. Admittedly an increase in tolls does provide a bigger pie for Canal
employees to divide. But precipitous increases in Canal user fees are likely to
result in a situation in which there is a smaller pie or none at all. It takes more
to keep the Canal operating successfully. It also takes a reasonably good level
of ship traffic.

In summary, let me assure you that | have attempted, along with the Panama
Canal Subcommittee Chairman, to ensure that all our Committee Members are
familiar with your problems in the Canal Zone and, further, despite the fact that
the House Post Office and Civil Service Committee has the most direct legislative
jurisdiction on wage and compensation matters, I have been working and will work
continuously to solve these kinds of problems, especially the problems of the wage
proposals put forward by the Canal Zone Personnel Policy Coordinating Board.

Sincerely,

Leonor K. (Mrs. Jobn B.) Sullivan
Chalrman

LKS:TMcr
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QU@HR‘] |  LOCAL No. 14

AMERICAN FEDERATION OF OVERNMENT EMPLOYEES

Affiliated with the AFL-OO—The Granddaddy of Canal Zone Locals
Serving Federal Employees at the Crossroads of the World

Box 1703

March 3, 1976

United States Congressman
House of Representatives
Washington, D. C.

Dear Congressman:
This is to inform you that the Panama Canal is in danger of being closed to world

commerce. We urgently seek your assistance in preventing this danger from be-
coming a reality. My letter dated February 1, 1976 was to alert you to certain

‘measures being contemplated by the Office of the Secretary of the Army that :

would have a disastrous effect upon the Panama Canal Organization and its
employees, Two specific measures have now been made public which reveal a Ry
pattern of unbelievable shortsightedness on the part of that office which'
completely ignores the overwhelming 1mportance of work force stability to;
Panama Canal operation. - 3 b 2

If the Panama Canal is not used properly, if it.is not maintained. prdpeily; this
artery of world commerce'cannot continue to exist., It takes expertise to maintain -
the Canal and it takes expertise to use the Canmal, and this expertise only comes
with long experience. -The Panama Canal ‘has a world-wide reputation for depend—
ability because the lives of its employees, ‘both U, S. and Panamanian, are bound. ;
so closely to their work. It takes a commitment to work. for the Canal, a turning -
away from the mainstream-of life in the home country, and. the Panama- Canal

Company has always recognized the necessity for incentives to encourage the

making uf this commitment. . Above all, there was’ recognition that obtaining a
commitment to a career with the Canal required a continuing stability in_ the
incentives offered., If an employee could have faith that the Canal would ‘take
care of him, he could concentrate on taking care of the Canal, The record of
efficiency of the Panama Canal is festimony to the value of that arrangement. y

L

The most important of the two proposals announced recently adversely affects the
pay of some 3,500 Federal. employees on the Isthmus., The proposal would freeze *
the wages of the 3 500 at their present level, until a new, much lower wage scale,
caught up to the frozen scale. For many, this would mean going for the next

n years or more without a pay increase., In these inflationary times the freeze
will mean that the purchasing powcr of the employees will progressively diminish,

More than Cwo-thizds those affccted are Panamanicn citizens, so our protes
: 1 i ' PR 2ol R ) ffected: employes re jot ymen
elaocir . o] raftsmen,

A N X _‘: 0‘ y

Balboa, Canal Zone



We have asked union lawyers to see if there might be a case for declaring such a

~ proposal to be an agency-wide adverse action, similar in concept to the suit brought

h- 44 Foderal judges that the ceiling on their salary constituted an unlawful
diminution of their pay while in office, Such a declaration would permit many
older employees to take advantage of early retirement. I think it extremely
significant that when questioned about this, Governor Parfitt, while replying that
he did not think it could be considered an adverse action, added that it would not
be in the best interests of the Canal operation as he would lose too many of his
good people; and, I quote, "We would have a hard time doing the job",

These new vroposals do dishonor and discredit to the old understandings. The
unilateral arbitrary manner in which they were presented is shameful. They
irrevocably change the conditions which induced employees to commit themselves to
a career with the Canal., They disregard any concept of equity toward employees
already locked into their careers with the Canal, too young to retire, too

old to start anew elsewhere, too specialized to compete in today's job market.
The proposals strike at the basis of our whole lives and make us nothing more
than indentured servants. Our ties to the Canal are deep-seated to begin with.
Is it any wonder that our reactions to these incredibly shortsighted proposals

is emotional? b

I personally hope that employees will not engage in any sort of work slowdown,
stoppage, or other job action., But the danger to the Canal is not in the deliberate
act. It takes only an employee who no longer cares to go the second mile when

the need exists. The Canal cannot operate without commitment. The proposals

show a pattern of bad faith which will result in the loss of émployee pride,
enthusiasm and commitment, and ultimately perhaps, in-the loss of the Canal to

world shipping. - Cy g : -

Is there logic in these proposals? There may be logié to applying them to new
hires, but the dollar saving in their abrupt application to the 2,200 present
Canal employees is estimated at but $1 million per year. What false economy!
Onc sericus ship accident can cost the Panama Canal Company a much greater

amount. And there are other expenses of the Panama Canal Company, such as

the cost of prov1ding serv1ce to the Government of Panama that are never paid

- for, that make the $1 million saving.small ‘potatoes indeed for the Company. -

and for the users of the Canal, while looming so large to the- employee‘ And
the $1 million savings, which is a fraction of 1% of tolls incomeé, won 't balance
the Company's budget nor even- make & discernible-dent in it.

¥W¥e in the labor movement have gone along with management in various cuts to
attempt to minimize the Company's budget deficit, but these latest proposals go
too far toward forcing the employee to subsidize. world: shipping. Instead of
raising toll rates to cover operating deficits, the Secretary of the Army is
giving world shipping an enormous concealed subsidy 4in the form of unaustifiably
low toll rates. Look at the fauts. B T o R

When the Panama Canal Company was reorgéhized in 1951, the toll rate was 90¢ per
ten,  Since tiat time, the cost of everything has gone up, including Panama Canal
toll rates which have increased some 20% to $1.08. However, this percentage
increase is far below the increases experienced elsewhere in the economy over
that period. Some examples of other increases, ranging from the broad to the

o
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nat 1ly recognized inflation factor, o 1] S. costs

@ incres 1z On this basis, an equitable toll rate per
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"Ocean freig 't ra*:s, (between the U, §. and the Isthmus) exclusive of
the bunker surchurge, have increased sous 251%. On this basis, an
equitable toll to today would be $3.16 rather than $1.08.

Ocean freigi. -ates, (Between the U, S. and the Isthmus) inclusive of ;pe
bunker surc i ha re increased some 292%. On this basis, an equitable
toll rate per ‘on today would be $3,53 rather than $1.08.

Closer to horce, Congressiornal salaries hove increased some 240% and
should probcbly have increased consideravly more. On this basis, an
equitable toll rate ypcr ton today would be $3.06 rather than $1,.08,

There is, then, ccnsid-rable logic for a tolls increase to cover the effect of
inflation on Panc Canzl costs rather than taking it out of the skin of the
employees without whocwu the Canal could not function.

But logic and dealin~ in good faith have apparently gone out the window. The
Secretary of the /- .v ha: ssumed much greater power over the Panama Csnal than
was ever contemp’ -~ 1 by Cungress,

One mechanism b Ak ceratary of the Army has done this is through the
Canal Zone Civili-. . =1 Policy Coorlin-cing Board, a supposedly independent
board originally -<- .y ‘o _ocoxdinate perscnncl p01101es among the Federal agencies
operating in tLke C 1 Zone, OrlglnalTy cois Lating of two members (The

Governor and the _. er-in-Chief of the military forces in the Zone), the

_composition of t . bc.rd was radically and fatally changed on January 20, 1975,
when the then Secretary of the Army, Howard Callaway, unilaterally changed the
law by administrat®ve regulation (40 F. R, 3213, expanding the Board to three
members and piacirz the naming of the Chairman in the Secretary of the Army's

hands., This obvi> = v urcation of authority over personnel matters is being
used to circumvert* iie ‘nitation Congress intended on the Secretary of the Army's
authority; or at le :* that is what is happening with the present chairman,. Mr,
Victor V, Veyzey. . .- i:s abusing that office, we can only admire the judgment

of Mr, Veysey's f € siituents, the people who knew him best, who, in their
wisdom, decli:rad (- = *n him to his seat ir Congress,
Decisions are thus ic chot place the interest of the Department of the Army
ahead of those of Pzoma Canal Company, which Congress intended to be an
independent agone © «dj nct of the Dzpartment of Defense. Instead of
recognizing thc naLu © e nloy ent with the Canal organization,

im .‘oloned ing to force Canal employees
into the mold i1 sloyees, subservient to the
military, upr : norhovt the world, when not one
of these is ar e x “=vo 01 the Panama Canal operation or its
employees.
As I mentioned ] : he law : #ficallv provides that in ilerms
of the Panama ( : v h2ll act as the direct rerresentative
of the Preside ig capacity as head of the Depart-
ment of the A s Civilian j ypnel Policy
Coordinating > he i i !
Secretary ca by C &) hou
any corresp ¢ £l
eivilian €

vote cn tl
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it is an unhealthy situation with “Catch 22" overtones.

Because ot the dangers to the Canal a3 outlined above, we believe that the
Congress, shippers, and every other person interested in the continued efficient
functioning of the Panama Canal should make every effort to halt the over-
stepping interference of the Secretary of the Army in Panama Canal affairs. -
Organized labor in the Canal Zone asks you to usc your influence to this end, and
to call for an investigation of the propricty of tho Secretary of Army's

role in Panama Canal affairs. We are certain that once the irregularity of his
role is made public, logic will have to prevail, and the long-time former policy
oL Panama Canal Ccmpany recognition of the value and essentiality of a stable
workforce will be reinstated. This union will support management in belt-
tightening measurcs which must be taken to improve operating efficicncy, but I
cannot and will not fail to protest when shortsightedness and the overstepping
of authority threatens the very fabric of our members' lives, and through them,
the Panana Canal itself,

In closing, I respectfully regquest that you write directly to LTG Dennis P,
McAuliffe, Commandcr-in-Ciilef, U. S. Southern Command, Quarry Heights, Conal
Zone and to the Canal Zone Governor Harold R. Parfitt, to get all the facts
regarding this intolerable situation in which the Panama Canal employee now
finds himself,

Sincerely,

, ity
éawyiexL[;_/ﬂ@42559971£5;{h~—
"JAMES J. O'DONWELL
President .
local 14, AFGE



MEMORANDUM

THE WHITE HOUSE

WASHINGTON

March 16, 1976

MEMORANDUM FOR THE PRESIDENT

FROM: BRENT SCOWCROFT /@

SUBJECT: Panama Canal Labor Slowdown

A group of US lock and tugboat operators of the Panama Canal Company
began a slowdown Monday and were joined by American teachers at the
schools who have reported in sick. All together, about 20 percent of
the American employees in the Zone are involved. Panamanian
employees have not joined the Americans and are continuing at work.
US employee organizations are not overtly supporting the slowdown.

The Americans involved are protesting a proposal announced by the
Company last month to eliminate the 15 percent tropical wage differen-
tial for Americans hired in Panama and to freeze pay for certain of the
highest categories of Canal Company employees. Current employees
would not be denied the tropical differential and the wage freeze would
affect only about 10 to 20 percent of the workers.

The employees' problem, of course, is more fundamental. They have
for some time been expressing concern that their legitimate interests

be protected in the negotiations with Panama. Although General Torrijos
has publicly stated that labor gains by Canal Company employees will

be respected in any treaty finally negotiated, Americans working in the
Zone nonetheless are fearful of losing many of the benefits which they
now enjoy. The treaty negotiators have not yet discussed the details

of labor relations to be included in the new treaty except very generally,
Employee dissatisfaction and emotionalism has also been on the rise as

a result of actions taken to begin integrating schools and housing develop-
ments within the Zone which had previously been restricted to Americans.
Many of these changes have been made on the recommendation of congres-
sional committees and the GAO,



The Army and the Company point out that the Canal has been operating
at a deficit since FY 1974 when it lost $11 million., The Canal rates
were increased last year and a proposal is under study in the govern-
ment to increase rates for container cargos. The Company is also
considering recommending a further toll increase. The Company
points out that the announcement last month was only a proposal and
that it has now entered a period of consultation. The employees,
however, have refused to discuss the matter until the proposals are
withdrawn. A mediator has just returned from Panama and there is
some consideration of his going back., The Army and Company feel
that if they agree to withdraw the proposals before discussing them,

it will be difficult to make any economy proposals. They are drawing
up a system of priorities for handling those ships which they still have
a capacity to move through the Canal. It is their view that the employees
will probably go back to work before too much further time elapses.

Mrs. Sullivan has maintained an active interest in the matter. She, of
course, is concerned that this action by American employees results
in part from the insecurity brought on by the negotiations, but she is
also worried that their action undermines the contention of many that
only the US can operate the Canal. As a result, she has been helpful
in the situation, warning the employees against a strike or slowdown.
She has also raised a further connected point about Canal finances.
Her proposal to defer interest payments on the original Canal deficit
would in effect represent a further subsidy to the Canal. Although
State, for instance, is in favor of such legislation, others in the
government would prefer to improve the Canal's financial position
through increasing charges to users,

In response to the concerns expressed by Mrs, Sullivan, I suggest
that we ask Jack Marsh to pass back a message to her making the
following points:

1. We are equally concerned as she is over the situation and
are following it closely. We are making a maximum effort to be
sympathetic to the employees' legitimate interests.

2. The employees' action is illegal. It is also unreasonable on
their part to refuse to discuss what is only a proposal and subject to
modification.



3. We are concerned that this action weakens the strength of
our negotiating position on the Canal which is based on our ability
to operate it efficiently. It also makes more difficult negotiations
with the Panamanians on workers' rights which we have not yet
undertaken.

4, In view of her influence and concern, we believe that anything
she can do to counsel moderation on the part of the employees would
be a useful contribution.

RECOMMENDATION:

That you approve Jack Marsh's responding to Mrs. Sullivan along

the above lines.
Approve é@ ? Disapprove



THE WHITE HousE

WASHINGTON

MARCH 16, 1976
MR. PRESIDENT
CONGRESSWOMAN LENORE
SULLIVAN CALLED RE THE

PANAMA CANAILL,



THE WHITE HOUSE

WASHINGTON

March 16, 1976

MEMORANDUM FOR: THE PRESID

FROM: JACK MARS

Chairwoman Leonor Sullivan reported ugh our House Liaison
Office there is a crisis situation deve ng in Panama which she
requests the President address,

The elements in the crisis are:

1. A 75% work stoppage by United States personnel as of
today. The Panamanians are not participating in this
work stoppage.

2., A decision is needed by the Secretary of the Army con-
cerning the freeze on the pay scale.

debt

3. Deferral of interest payments on the original defiest is
necessary. She plans to push legislation on this,

4, The State Department Eight Points to give up the Canal
is 2 major factor in the problem in her opinion.

Your friend, Britt Gordon, came by yesterday and he also con-
firmed that a crisis was developing in Panama.

cc: Dick Cheney
Brent Scowcroft

G hese aakent
e o atrwe
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THE WHITE HOUSE

WASHINGTON : A

March 19, 1976

MEMORANDUM FOR THE PRESIDENT

FROM: BRENT SCOWCROFT @

SUBJECT: Panama Canal Labor Dispute

Last n.ight the striking workers rejected the Governor's offer to support
a modification of the wage freeze and a study of the application of the
collective bargaining Executive Order in the Canal Zone, if they
returned to work. He is only one of three members of the Canal Zone
Personnel Board which would decide the issue, and they do not believe
he could carry the Board with him, The workers are demanding
complete withdrawal of the Company's proposal and agreement on a
labor contract before they return to their jobs. A contractis not

- possible unless the Executive Order is applied to the Zone.

At the present time over 100 ships are waiting to transit the Canal.

The Governor is requesting a temporary restraining order today
against the striking workers. If granted by the court, the restraining
orders would require them to return to work for a ten-day period. It
is the Army's expectation that the order will probably be issued tonight
and that the workers will honor it. :

In the meantime, the Army is putting into operation its '"King Trump"
contingency plan under which the Secretary of the Army establishes

a task force with representatives from the Department of Transportation
(Coast Guard), the Navy, and the Army to provide pilots and tugboat
.masters for use in the Canal. Twenty-five pilots and tug operators

will probably leave for the Canal from Andrews tomorrow. The strikers
are aware that the Governor has this option but have not been told that
the pilots will soon be on their way.



¢

-

An alternative plan would be to ask you to call those pilots who are
reservists to active duty. They would then be ordered back to work.
However, the coercive aspect of this gives it a drastic appearance
and the Army is not pursuing it.

As you know, the Secretary of the Army is the sole stockholder in

the Panama Canal Company and is responsible directly to you. To
this point, the focus of publicity and concern has been directed at the
economic factors involved, i.e., the financial state of the Company
and wage and bargaining demands of the workers., The parties have
been clearly identified as the Army, the Company, and the workers,
Relatively little attention has been called to the Canal negotiations or
broader commercial or defense considerations. Should these latter
types of issues be raised, you may want to consider involving yourself
more directly in it, This could occur if the shippers, who are losing
substantial sums daily, become more vocal in their complaints, They
have been pressing the Merchant Marine Committee very hard and it
could call on you to take action. . At such time you could consider:

1. Asking the Secretary of the Army to come over to give you
a briefing on the situation; '

2. Sending the Secretary of the Army a message that you desire
all possible steps be taken to resolve the problem;

3. Issuing a statement calling on workers to return to their jobs
in the national interest.

RECOMMENDATION:

I believe that for the time being you may want to confine ybur involve-
ment to following the situation closely and only at a later time consider
associating yourself with it more visibly.
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THE WHITE HOUSE -

WASHINGTON 6 C—f \/O
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March 22, 1976

RUSS:

JOM has scheduled a meeting

on _ ‘"’*ZJ«-% at 9:15 re
Panama Canal‘.’_;“ here will
chfatives of several

shipping companies (see attached)
plus Wolthuis, Seidman and Steve
Low (NSC/Latin Amer. rep.).

JOM is holding this IN YOUR OFFICE
and, of course, you are to attend.

cb

Y '-’
[
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" Room No. ‘Russ Rourke's Office Date ofrf_‘qug:s{ March 20 1976

sabCULLIY L VUl CT{\ In SERY ICE

To: OCfficer-in-charae

Appointments Center
Room 069, OEOB
Picase admit the fellowing appointments on Monday, March 22 (9:15 a.my §G 76
for_Jack Marsh ' of Whlte House .
. _(N:me qf person to be visited) (nvcn..y) . .

Mr. Paul Rlchardson (Sealand Co.) R S ot
Mr.‘Albert May - e T
Mr, Edward Heine {U. S Lmes) . , "

Mr. James Horn (Amerzcan Export Lmes) S oo e R

{RUSS -— also Steve Low, NSC, Wolthuls, Sezdman & yeurself - and JOM) ’
MEETIN G Loc;;m\' 3 : Requested by_Connie Banford = - :
fuilding West ng_ Room No. ww Tchphor*c 6690

£editons andfur chanpes made ‘-v.- telephone should be limited 1o three (5) names oricss l"tc.w* submit now tivt {usi-insd :m.!
e vopics) ter Jdesm. s and/ur changzes of moie than Deree (3) sames. . : -

- .

. RaaemeAtaa s AT pe AW E R . CEFT AT SNSY T ENL e WIIITE HOIUQF o AKL6TLY



- EXECUTIVE RO

To:  Officer-in-charae
Appointments Center
Room 069, OEGB

Picase ad-rm the fcllomrv cpaomt*\crts on

Monday, March 22 (9:15 a. m,}9 76"

for_Jack Marsh of Whlte House : :
(N:xme of person 10 be visited) (nccn.y) - -
Mr. Paul Rlchardson (Sealand Co.) )
Mr. Aibert May 753 0/7’40
Mr. Edward Heine {U.S. Lines) V .
Mr. James Horn (Amerlcan Export Lines)’ e - ~ A

(DONNA -- FYI, plus Wolthais, RAR & Steve Low (NSC) & Seidman-.

Ty .

.'».E‘-"TNG LGCATIO\‘ T R»«Qucstcd by_Connie Baatérd - -

::3

cildis ‘g West ng

- Room No. Russ Rourke's Office

Additions andfu: chanyes made by telephone should be limiied
Szee vogics) far additions andfor chunges of mose than e

APPGINTSIERTS CENTER: SI1G/05CD ~

Room No.__lv_".‘_’__. Tchphonc 6690

Date of request March _2_0, 1976

10 three (33 namas 7 foss. Please submil new fist (usirinat and
(3} sames. . -

3050235 or WINTYE HOUSE — 4566742



THE WHITE HOUSE

WASHINGTON

‘March 23, 1976

MEMORANDUM FOR:  BRENT SCOWGROFT
FROM: JAGK MAR H’ff'g} e
Iy

Attached is another telegram concernipg the Panama Canal,
7

I would appreciate your arranging to have the telegram

answered, with a copy to my office for our records,

Many thanks,



MGMwWSHU HS(C ®

2-004403C080 03/20/76 mestem union Mallgram

ICS IPMYSNG NYK
07027 MGM YS NEWYORK NY 136 03=~19 448P EST Yaaewar

#* UNITED S%

MAR 22 1578

JOKN 0 MARCH, ESQ
COUNSELOR TO THE PRESIDENT
THE WHITE HOUSE

WASHINGTON DC 20500

NHILE FARRELL LINES DOES NOT WISH TO INTERJECY ITSELF INTO THE
DISPUTE BETWEEN THE UNITED STATES GOVERNMENT/PANAMA CANAL
COMPANY AND THE OPERATING EMPLOYEES THEREOF, -
THE EFFECT OF THE CONTINUING SICK OUT/STOP WORK BY THE EMPLOYEES
OF THE PANAMA CANAL COMPANY WILL GIVE TO A SEVERE ECONOMICAL
IMPACT ON FARRELL LINES SERVICE BETWEEN THE EAST AND GULF COASTS OF
THE UNITED STATES AND AUSTRALIA/ NEW ZEALAND STOP
WE UNDERSTAND THAT THE IMPASSE BETWEEN THE PARTIES AND RESUMPTION
OF CANAL TRANSIT CAN ONLY BE RESOLVED BY ACTION FROM WASHINGTON AND WE E
ARNESTLY
REGUEST THAT YOU REALIZE OUR DEEP CONCERN AND LEND YOUR SUPPORT
IN EMPHASIZING TO THE PRESIDENT THE NEED FOR PROMPT AND DECISIVE
ACTION THAT WILL RESULT IN THE IMMEDIATE RESUMPTION QF FULL
OPERATION OF THE PANAMA CANAL FACILITY

THOMAS J SMITH PRESIDENT FARRELL LINES INCORPORATED

11128 EST
MGMWSHU HSC
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; MBMORANDUM TOR:
- FROM: \

Recently I lorwarded fo you correspondence conce "
Cunsl. Although the work stoppage has vesumed, it is most lmporiant
that this correspondence be m.nd. “ndyo Wm-
ment is nd to the vrinn :

{ would greatly mmﬁu receiviag coples of the reaponses o the
atisched teliegrams.,

Meny thaaks. G |
JOM/dl 1
E
{
i
E
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\
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Alexander & Alexander Inc. L7 /%/76

1180 Raymond Boulevard
Newark, New Jersey 07102
Telephone 201 622-3318
TWX 710-995-4723

March 29,

The Honorable John Marsh
Counsel to the President
The White House

1600 Pennsylvania Avenue
Washington, D. C.

Dear Mr. Marsh:

1976

exander
exander

On March 18, 1976, the writer sent you the following Mailgram:

"I am deeply concerned over the possibility that
political pressures being brought on the United
States by the Government of Panama could lead to
impairment of free passage of U. S. Flag Merchant
Vessels and U. S. Naval Vessels through the Panama
Canal for the duration of the Twentieth Century.

Newspaper reports which I have read on this overall
subject are unclear as to the exact posutre of the
United States; specifically, will the Ford Administra-
tion, recognizing the importance of the Panama Canal
economically and militarily, take a very strong
position with the Government of Panama?

Your advices would be deeply appreciated.”

I would very much appreciate having your response to this

communication.

Very truly ¥

Vice B
Senior¥ Marine Officer

PJK:eb

‘eside

urs,

t
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THE WHITE HOUSE OFFICE

REFERRAL
To: Date:
The Honorable Donald Rumsfeld Mar 22, 1976
Secretary of Defense
ACTION REQUESTED
— Drdit reply for:
President’s signature.
Undersigned’s signature.
NOTE
Memorandum for use as enclosure to
reply. . :
Prompt action is essential.
Disect reply. If more than 72 hours’ del'ay is .encoun.lereld,
Furnish information copy. please telephone the undersigned immediately,
Code 1450,
_ XXX guitable acknowledgment or other
priate handling.
s : o - Basic correspondence should be returned when
Furnish copy of reply. if any. draft reply. memorandum, or comment is re-
quested.
For your information.
For comment.
REMARKS:
Description:
Letter:__ XX Telegrams Other:
To: President & Marsh
From: Various people
Date: Various
Subject: Panama Canal

By direction of the President:

AW L

7 JRANNE DAVIS
WSC Secretariat

(White House File Copy)

[~ SRS



WhDO16 614P EST RAR- 19 76 'UADZOZ(IBIS)(1'0§Q}QCCOISZFP,93619/763

TUX HCOWER LoF
003 HIAGARA FALLS ‘N Y EARCH 19, 1976
PiiS TO THE HONORABLE PRESIDZNT GERALD R FORD -
PRESIDENT OF THE UWITED STATES
UHITE HOUSE
VASHINGTON, D C 20500
£Cs. THE HOWORABLE JOHHN MARSH
COUHSELOR TO THE PRESIDEHT
VHITE HOUSE
WASKIKGTON, D C 20500

!
BRXY

SY 0 Ly 03 WYy 9L

WE RAVE BEEN ADVISED BY OUR. SHIPPING COHPANY THAT THE SHIP
SCHEDULED TO TRANSPORT CHEHMICAL PRODUCTS FROM OUR TAFT,
LOUISIABA PLANT HAS BEEN INDEFINITELY DELAYED DUE.TO YORK-
INTERRUPTION AT THE PAKAHA CANAL. THE DELAY TO THIS SHIP AND

- B ——— At - =¥ em e - m——— = R R L e S S,

FUTURE - SHIPS SCHEDULED TO HANDLE OUR PRODUCTS WILL CAUSE US
SEVERE FINARCIAL DAHAGE AND DISLOCATION OF IRVENTORY OF OUR
PRODUCTS WITH [HULTIFLYIU@ EFFECTS OR. THE ECGLOMY OF ALL OF
THOSE OTHER INHDUSTRIES DEPENDIlG UPON OUR PRODUCTS FOR THEIR
JPERATIONS. WE VILL BE FORCED TO TAKE DESPERATE HEASURES

TO HOVE OUR PRODUCTS ON AN EHERGENCY BASIS AHD THE EFFECT OH

+HE US FLAGSHIPS WILL BE SIGNIFICART.

!E URGE YOU TO TAKE IHMEEDIATE ACTION TO ACCOHFLISH THE. OPEﬂING _
AND NORMAL OPERATION OF THE CANAL, - (= :

J S COEY
PRESIDENT -
H{0OKER CHEMICALS & PLASTICS CORP.

NIAGARA FALLS N Y
NKNNK '

e © © o

o o

lc'

o 0 o0
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' T Tt Honde
| wirshinsten o
VHDOO® 4407 EST HAR 15 76 ¥AB177¢1639) (1-029032C079)PD - 03/15/763
TUX PPG GO PGH  ~ . B MR 19 P 4 49 o
0! PGH PA KAR 19 1976 | , e
PHS TO THE PRESIDENT OF THE UHITED STATES ' £
THE WHITE HOUSE 3 = i
1600 PENISYLVAHIA AVENUE v B |
EASHINGTOH, D.Cs - 5 s Q§
| | 5 o
YE URGE IKNEDIATE ACTION TO RESTORE HORMAL SERVICE TO TNE :
PARAHA CANAL.' THWO OCEAN TANKERS USED BY US FOR TRANSPORTATION - O
OF CAUSTIC SODA ARE PRESENTLY BEING. DETAINED.
e

THE HAJORITY OF CAUSTIC. SODA CONSUHED ON TIE U.S. VEST. COAST

[S RECEIVED VIA VATER FROM THE U.S. GULF CCAST. THE CAUSTIC SODA
'TOCKS OF PP@ IKDUSTRIES, INC. AED AUOTHER LARGE CHEHICAL
lAﬁUFAC?URER ARE BEING RAPIDLY DEPLETED AND OURS WILL BE

FOONY ODBOS PRINTID 8Y TUF *Patinden ar = on

'\_
'-J

L

A W A e e - e - - — - - —— - - - Y - et v e . e
- - -~ o - . .-
.

JOMPLETELY DEPLETED IN MID-APRIL. THIS WILL CAUSE OUR CUSTOMERS
'NCALCUABLE DAHEAGES AND POSSIBLE PLART AND REFINERY CLOSINGS CAUSING. .
ITHER SHORTAGES AND I[ECREASED UNENPLOYHBENMT. BOTH COMPANIES USE

\N AHERICAN FLAG VESSEL THAT HAD A BREAKDOWR DECEMBER 19

JFF THE WEST COAST OF MEXICO AND JUST LAST FRIDAY SAILED FROM THE
JHIPYARD IN SAN DIEGO- FOR OUR PLAKT ON THE U.S. GULF COAST. TODAY IT
'S WAITING AT THE PACIFIC ENTRANCE TO THE PAKAMA CANAL.

s 1

PEAISTER CIVPANY, U

L3 ]

[N ADDITION, TO REPLEKISH OUR WEST COAST CAUSTIC SODA

[WENTORIES, WE CHARTERED ANOTHER AMERICAN FLAG VESSEL, TO LOAD
22,000 LONG TON AT OUR LAKE CHARLES PLANT YESTERDAYj; BUT BECAUSE OF
"HE PANAMA CANAL UORK STOPPAGE, WE HAVE DELAYED LOADING.

13w BENY ri LR LA

'HE DELAY OF THESE TEO.AHERICAN FLAG VESSELS INVOLVES OVER

1@ © 06 0 © 0 0 6 ©

A
A
4
4
1

- - - = 90
-t r—— s o WP = ke ko
P —— o - > Dt o ._ d



40,000 LONG TON OF CAUSTIC 'SODA3 UNUSED RAIL EQUIPHENT
FOSSIBLY COULD MOVE 2 TO 3/ OF THIS SIZE REQUIREHENT.

iE REQUEST YOUR PROMP
SITUATION.

'e Ge GRIFFIN

ICE PRESIDENT, DISTRIBUTION AND

#6@ INDUSTRIES, INC.
Risi

(P Bt ¢ i

T ACTIOW TO STOP THIS INTOLERABLE

TRANSPORTATION

S e R LIRS et 5550 RN WA 2 S i o BN N i +

€

le

o O

I FORM OBOS PRAINTED RY THT STANTPAD rf g oo '
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HDOo12 534P EST KAR 19 76 VAA208(1732)(1-032385C079)PD 03/19/760
' . 916 LR 19 P 5 43
¥X GEO PAC PILD B Fi 3
001 PORTLAND OREGON 3/19 -
4S THE PRESIDEHT » e

HE WHITE HOUSE
ASHIXGTON, D.C.

s URGE IMMEDIATE ACTION TO RESTORE HORMAL SERVICE THROUGH THE PANAMA'
\NAL. AT THIS TIME, OHE U.S. FLAG OCEAN TANKER ENGAGED IN INTERCOAST

' ANSPORTATION OF OUR.LIQUID CHEMICALS, WHICH ARE URGENTLY HEEDED BY
is . ' :

{ PRESENTLY DETAINED. MORE SUCH U.S. FLAG SHIPS VILL BE ARRIVING IN
E COURSE.

LAY OF THESE SHIPS WILL CAUSE US DAMAGE AND WILL DISRUPT FUTURE

e - - T e M e B e Sy Bl . e e - - —
. AW — ke, e W e it WA e, S

RODUCTS. WHATEVER THE REASON FOR THE WORK STOPPAGE ITS VALUZ IS
HSIGNIFICANT COSPARED TO THE TREMENDOUS LOSS TO QUR ECONOHY AND LABO

ORCE AND TO THOSE AHERICAN SHIPOWNERS WHOSE VESSELS ARE IN INTERCOAS
AL '

RADE. SUCH DELAYS VILL ENCOURAGE PRESENT SHIPPERS BY WATER ON

+Se FLAG SHIPS TO SEEK OTKER HEANS OF TRARSPORTATION AKD THIS VWILL
SRIOUSLY DANAGE THE AMERICAN FLAG MERCHANT HARINE.

: LOOK TO YOU T0 ACT IHHMEDIATELY TO STOP THIS IKTOLERABLE SITUATION.

JAKES Re. KUSE

GEORGIA-PACIFIC CORPORATIOH
_PORTLAND, OREGON 97204

-, i e <y

—_—
&)

- A——

ORN OB05 PRINTED BY THE STANBARD pefrsTer CoMPANY U, S, A

e e o0 o 0 0
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|
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CC1 THE HONORABLE JOHN MARSH C
THE COUHSELOR TO THE PRESIDENT

THE ¥HITE HOUSE c
YASNINGTON D.C. '
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VHbOL 4 330P EST MAR 19 6 N

¥ ¥ X
TéX PEENZOIL | Lsa AE?OS(!749)(zo0332080079>PD 03719714
ZCZC 01 LOS ANGELES CALIF mapcy 19 ke T
PHS THE PRESIDENT i
THE UHITE HOusg : 2 S
VASHINGTON, D.C. R
BT = =
) iy
EEN
~

VE uR it ‘TO
RGE IEMEDIATE ACTION TQ RESTORE KORMAL SERVICE'?HROUGH'

THE PAKAMA CANAL. -

AT THIS TIN
E OBE U.S. FLAG OCEAN .TANKER ENGAGED IN INTEPCOASTAL

TRANSPQORT
ATION OF OUR LIQUID CHEHICALS§ VHICH 4RE URGENTLY NEEDE
) : D

N i i e g
s .y —

b

i
i
!
i
i

BY US, IS PRESENTLY DETAINED. MORE SUCH U.S. FLAG SHIPS WILLB//
¥ILL BE ARRIVING IN DUE COURSE.

DELAY TO THESE SHIPS WILL CAUSE US IRREPARABLé bAMAGE AND WILL
DISRUPT FUTURE SCHEDULES FOR LIFTING AND DELIVERING CARGQES.AHD

PROCESSING CHEMICAL PRODUCTS.,

YHATEVER TKE REASON FOR THE WORK STOPPAGE ITS VALUE IS INSIGNI-
FICANT COHPARED TO THE TREMENDOUS LOSS TO OQUR ECCG// ECOHOHY

AND. LABOR FORCE AND TO THOSE ANMERICAN SHIPOYNERS WHOSE VESSELS

¢

@O @ © ' o

DR e

| o

© © ©
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[IERCHANT HARINE.

*TION.

Je Lo HILLER, MANAGER OPERATOR ABD DISTRIBUTION

e
¢

P—

Srmnems w8 e

o — s g s iy o oy o o St g, Ty iy e s e i oy o

o
©
#)
ARE IN INTERCOASTAL TRADE. SUCH DELAYS QILL-EQCUﬁAGE PRESEHNT . (%)
SHIPPERS BY VATER ON U.S. FLAG@ SHIPS TO SEEK OTHER MEANS OF TRAN- @}‘
SPORTATION AND THIS WILL SERIOUSLY DAMAGE TKE'AﬁERfCAH'FLAG '.(9
°
VE LOOK TO YQU TO ACT IAMEDIATELY TO STOP THIS INfOLERABLE SITU~ 59:
k),
¢
€

-

Y

PERNZOIL CONPAHY, LOS ANGELES, CA910-321-43300

V/éé: THE HON, JOHN MARSH
THE COURSELOR OF -THE PRESIDENT
THE UAITE HOUéE
YASHINGTON, D.Co

EED
NNNN
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P ' R R &
'KDO1T  642P EST HAR 19 76 WAD206(1836) (1-033075A079)PD 03/19/768
'LX GENSTEANCO LSA s B 546 51 ©
.CZC 01 ML VASHINGTON DC MARCH 19 )
'HS THE HOHORABLE GERALD A FORD. = TE O
RESIDENT OF THE UNITED STATES R y :
HE VHITE HOUSE i Ko O
ASHINGTON D C . | . - ; s
EAR MR PRESIDENT URGEWTLY REQUEST YOU IUMEDIATELY AUTHORIZE o:
ATISFACTORY SETTLEHMENT OF THE TRAGIC CRISIS DEVELOPING IN :
HE PANAMA CANAL ZONE TO INSURE THE PROLP RESUMPTION OF REGULAR O
iD PERMANENTLY GUARANTEED VESSEL TRAHSITS WITHOUT DELAY THEREBY :
IEVENTING THE UTTER PHYSICAL AND FINANCIAL CHAOS UHICH THREATENS O
) ENGULF ALL AFFECTED PARTIES INCLUDING SHIPPERS/CONSIGREES/ il
'SSELS/SHIPOUHERS/AGENTS AND THE GEWERAL PUBLIC .IN ADDITON TO %
iE CANAL COHPANY EMFLOYEE STOP WE HUST. ALL RELY O! YOUR KKOWN :
LLINGNESS AND ABILITIES TO SOLVE THIS UNTENABLE SITUATION AT )
R R e -}
%)
CE WITHOUT FAIL o.
RESPECTFULLY YOURS 3
F S GOSHERT O
VICE PRES SOU DIST. f
GENERAL STEAMSHIP CORP LTD AS AGENTS. o

550 SOUTH FLOYER STREET . -
LOS ANGELES CALIFORNIA S0071
TELEX. 067261 GERSTEAN LSA

NH '

e = © © ©.




unD037 - 501P- EST MAR .18 75 ~ UAD190C1640)¢1-02704 9A073002)PD 03/13G
11X Ba5327 PN . . i ~;; i 5 Ca
ZCZC 02 PHILADELPHIA PEUNSYLVANIA HARCH 18, 1976

PilS THE HON. JOHN MARSH .

THE COUNSELOR TO THE PRESIDENT
" THE UHITE HOUSE -

YASHINGTON, Do Co

UE URGE IUMEDIATE ACTION TO RESTORE MNORMAL SERV ICE- THROUGH -

THE PANAMA CANAL.: TUO OCEAN TANXERS OPERATED BY US FOR THE - :
TRAUSPORTATION OF PETROLEUH ALD LIQUID  GHEHICALS URGENTLY. NEEDED BY
CARGO SHIPPERS ARE PRESENTLY DITAINED. ' HORE OF OUR SHIPS UILL BE
(RRIVING IN DUE COURSE:  DELAY.TO THESE SHIPS UILL CAUSE US aND OUR
CUSTOUERS -IRREPARABLE DANAGE AND. UILL: DISREPT FUTURE SCHEDULES FOR
LIFTING. AND DELIVERING' CARGOES AND PROCESSIPG CHEHICAL  PRODUCTS. .-

5 .' '(

VHATEVER THE REASONFOR THE YORK STOPPAGE UAY BE ITS VALUE

IS IUSIGNIFICANT CONPARED TO THE TREHENDOUS LOSS THAT YILL BE DONE

TO AHERICAN SHIPOUNERS UHOSE VES SSELS ARE IN INTERCOASTAL TRADE, .
JCH DELAYS VILL ENCOURAGE PRESENT SHIPPERS BY UATER TO SZEK OTHER

{IEANS OF TRAUSPORTATION AND THIS UILL SERIOUSLY’DAHAGE THE AUERICAN'

FLAG HERCHANT UARINE -

'uz LOOKX TO You TO ACT IHHEDIATELY TO STOP. THIS INTOLERABLE |
SITUATION, - '

RESPECTFJLLY,

.

A. B. KURZ
PRESIDENT ~ -

KEYSTONE SHIPPING cO,

HNNR

e e s sl



DOt2 - 627 EST UAR 16 76 HAF360(1802)(1-03274CCO75)PD 03/16/753
LX. AlUSHIP USH © - FIS LIRS K6 3
'CZC 01 VASHINGTON D'C 3/16/76 , ' s
1S JOIN. 0 NARSH, JR.s COULSELCR TO, THE Pnzsxncnr
‘HE UHITE HCU.)E i R P e :ff AR E
ASNHINGTON D ¢ 20500 : :

2 '3 UCRK. FORCE. SLOY DOYH ATERYE Pnﬁnﬂn -CANALIS"CAUSING |
:SRICYS DISALPTICY OF VIS FLAG LERCIANT SUIRPILG. - ALL INDICATIONS
RE TUAT SITUATION UILL CONTILUE 70 D:TERIO?A:E AUD’CAUSE HAJOR ,
'COKOUIC ALD POLITICAL PRGBLEMS. .. . - it g

L}

;HE UFD@RSIALD 5“3»2&* I EQ_C 039 oF- EGPLOYEE DEQGQWTCNI IS f

TORUANY.- 17 _PROZOCAL: 0Z GARML 2052 - GIVILIA PERSOLIZL” FOLICY

: Q u;nnxzr B““RD, UHZGW;:QHOﬁS I?u E?FEGT$g_UOGLD FSEEZE SOJE

e cmtes

«Se: di?IJE SLJ»ALARIES“FQRAUP T05TENCYENRS 7 UHICH APPEARS . TO: BE--

A A L,

OTnLLY UHR”ALISLIC. : rraxna OF THIS' Paoﬁaena puR1LaE PLRXOD OF : i

- = P —— ____".... e
- . . . She s se e . b e e em” e i —r———

NSETTLED. CONDITIONS UAS PARTICULARLY UNFORTUCATE. .. - - R
" - THE AHERICAN INSTITUTE OF MERCHANT SHIPPING' (AIiS) WHICH .
EPRESENTS. THE HAJORITY OF U.S.FLAG SHIPOULZIRS HAS LONG URGED
EATER EFFICIENCY: I CAUSL OPERATIONS.' . HOUEVER, FEBRUARY 17,
976 PROPOSAL LOULD GENERATE FIRST 'YEAR SAVINGS.OF ONLY ADOUT
500,000, ALD MAS DISPROPORTIOUATELY IIFLAIATORY' EFFECT O UORK s
JRCE+ . BOTH SHIPCUNERS ARD CANAL CONPANY HAVE ALREADY LOST HORE
Al THIS ANTICIPATED SaVING.  ULTINATE LOSSES UILL HOT ONLY SKY-
JCKET IF SITUATION IS ALLOUED TO DETERIODATE FURTHER, BUT UILL ALSO
IPACT ADVERSELY :ON FURTHER CANAL TRAFFIC, EXACERBATIKG THE COST-
IESSURES THAT CURRENT ACTIOH SEEKS TO RENEDYS"

oo

._.... -.-—.,.._~.._

UEeURGEvTHATEYHETPRE IDLHT IRECT- ThL.CAh§L “ZOUE- CIVILIAR
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PETSO”WVL PO!ICY COORDIVATING:BOARD . TA UITHDRAUS IIS FEBRUARY 17
1976 PROPOSAL AND RECONSIDER-THE ISSUES ILVCLVED TO" _DEVELQ? A
UORE PhAQONABLE PENSONNEL: PCLICY. PROFOSAL.  CONSIDERATION SHOULD

R

ALS0 BE @IVEH TO APPOINTING HIGH-LEVEL wuus*‘rzv ADVISORY. COARD ON-
CAUAL OPERATIONS, ™, | e - e

s
-

SIGNEDS- noadmx SCOTTCHAIRUANZOFTTRE. Bozmm AHERTCANE ZtJaTIT_U:E Oy
uFch"\‘m w.IF"I 18,4 AlD: PRESIDENT;TAUERICAN PRESIDEUT” LItzs:s.Lw“
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AINS = 1625 K STREET N Hg ﬁASHINGTOH D: C 20006
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Pomarwland

THE WHITE HOUSE

WASHINGTON

March 19, 1976

MEMORANDUM FOR: JIM LYNN
BRENT SCOWCROFT

FROM: JACK MARSH

SUBJECT: Panama Canal

Attached are copies of telegrams received from shippers concerning
the Panama Canal situation.

As I pointed out in senior staff meeting this morning, I would be
grateful if NSC and OMB would coordinate a response, with NSC
taking the lead.

Many thanks.

cc: Dick Cheney
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WHDO3?7 S01P EST MAR 18 16 UAD‘90(16‘0)(1-021049A018002)PD 037138

TLX 845327 PHA / 18 P 5
ZCZC 02 PHILADELPHIA PENNSYLVANIA MARCH 18, 1915 o
PMS TNE HON. JOHN MARSH

THE GOUNSELOR TO TME PRESIDENT /
THE VHITE MOUSE
VASKINGTON, D. C.

VE URGE IMMEDIATE ACTION TO RESTORE NORMAL SERVICE THROUGH

THE PANAMA CANAL. TWO OCEAN TANKERS OPERATED BY US FOR THE
TRANSPORTATION OF PETROLEUN ARD LIQUID CHEMICALS URGENTLY MEEDED BY
CARGO SNIPPERS ARE PRESENTLY DETAINED. NORE OF OUR SNIPS VWILL BE
ARRIVING IN DUE COURSE. DELAY TO THESE SHIPS VILL CAUSE US AND OUR
CUSTOMERS IRREPARABLE DAMAGE AND VILL DISRWPT FUTURE SCHEDULES FOR
LIFTING AND DELIVERING CARGOES AND PROCESSING CHENICAL PRODUCTS.

S, A.

DARD REGISTER COMPANY, U,

FORM OBO05 PRINTED BY THE STAN
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VHATEVER THE REASONFOR THE WORX STOPPAGE MAY BE ITS VALUE

IS INSIGNIFICANT CONPARED TO THE TREMENDOUS LOSS THAT WILL BE DONE
TO ANERICAN SHIPOWNERS WHOSE VESSELS ARE IN INTERCOASTAL TRADE,
SUCH DELAYS VILL ENCOURAGE PRESENT SNIPPERS BY WATER TO SEEK OTHER
MEANS OF TRANSPORTATION AND THIS WILL SERIOUSLY DANAGE TME AMERICAN
FLAG NERCHANT MARINE

VE LOOK TO YOU TO ACT INMEDIATELY TO STOP THIS INTOLERABLE
SITUATION.
RESPECTFULLY,

A. B. XURZ
PRESIDENT

DARD REGISTER COMPANY, U. S, A,

FORM OBO5 PRINTED BY THE STAN
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VHDOL3 627P EST MAR 16 76 IAFSCO(IBOZ)(I-“!‘NCCO'IG)PD 03/16/768

TLX AINSHIP WSH BI6 1R 15 P 6 35
ZCZC 01 VASHINGTON D C 3/16/76
PHS JOHN O NARSH, JR., COUNSELOR TO TME PRESIDENT
THE WRITE NOUSE
WASKHINGTON D C 20500

TNE WORX FORCE SLOW DOWM AT THE PANANA CANAL IS CAUSING
SER10US DISRUPTION OF U.S.FLAG NERCHMANT SHIPPING. ALL INDICATIONS
AR THAT SITUATION VILL CONTINUE TO DETERIORATE AND CAUSE NAJOR
ECONOMIC AND POLITICAL PROBLENS.

VE UNDERSTAND TME INNEDIATE CAUSE OF EWPLOYEEL DISCONTENT IS
FEBRUARY 17 PROPOSAL OF CANAL ZONE CIVILIAN PERSONMEL POLICY
COORDINATING BOARD, WHICH, ANONG ITS EFFECTS, WOULD FREEZE SOME
Ue8, CITIZENS® SALARIES FOR UP TO TEN YEARS, VYMICH APPEARS TO BEL
TOTALLY UNREALISTIC. TINING OF THIS PROMOSAL DURING PERIOD OF

FORM O080S PRINTED BY THE STANDARD REGISTER COMPANY, U, S. A.

|
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UNSETTLED COMDITIONS WAS PARTICULARLY UNFORTUBATE.

THE ANERICAN INSTITUTE OF MERCHANT SHIPPING (AINS) VHICH

- REPRESENTS THNE MAJORITY OF U.S.FLAG SHIPOVNERS NAS LONG URGED

GREATER EFFICIENCY IN CAMAL OPERATIONS. HOVEVER, FEBRUARY 17,
1976 PROPOSAL WOULD GENERATE FIRST YEAR SAVINGS OF ONLY ABOUT

. $600,000, AND HAS DISPROPORTIOMATELY INFLANNATORY EFFECT ON WORK

FORCE. DBOTH SHIPOWNERS AND CANAL COMPANY MAVE ALREADY LOST NORE
THAN THIS ANTICIPATED SAVING. ULTINATE LOSSES WILL NOT ONLY SXY-
ROCKET IF SITUATION IS ALLOVED TO DETERIORATE FURTHER, BUT WILL ALSO
THPACT ADVERSELY ON FURTHER CANAL TRAFFIC, EXACERBATING TME COST
PRESSURES THAT CURRENT ACTION SEEKS TO RENEDY.

WE URGE THAT THE PRESIDENT DIRECT THE CANAL ZONE CIVILIAN

FORM OBO5 PRINTED BY THE STANDARD REGISTER COMPANY, U. 5. A,

|
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PERSONNEL POLICY COORDINATING BOARD TO WITMDRAW ITS FEBRUARY 17,

1976 PROPOSAL AND RECONSIDER THE ISSUES IWVOLVED TO DEVELOP A

MORE REASONABLE PERSOMNEL POLICY PROPOSAL. CONSIDERATION SMOULD
ALSO BE GIVEN TO APPOINTING NIGN-LEVEL INDUSTRY ADVISORY BOARD ON
CANAL OPERATIONS.

SIGNED: NORMAN SCOTT CHAIRNAN OF TME BOARD, AMERICAN INSTITUTE OF
NERCHANT SHIPPING, AND PRESIDENT, AMERICAN PRESIDENT LINES,LTD.

AINS - 1623 X STREET N ¥, VASHINGTON D C 20006
NNNN

Ao

A.

8. 8.

FORM 0805 PRINTED BY THE STANDARD REGISTER COMPANY,
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WILL THE FORD ADNINISTRATION, RECOGNIZING TME IMPORTANCE OF THE
PANANA CANAL ECONOMICALLY AND MILITARILY, TAKE A VERY STRONG
POSITION VITH THE GOVERNMHENT OF PANANA

YOUR ADVICES WOULD BE DEEPLY APPRECIATED
PAUL J KREUZXANP 1180 RAYMOND BLVD NEWARK NJ 07102
EHNN

RD REGISTER COMPANY, U, S. A.

FORM OBOS5 PRINTED BY THE STANDA
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WHDO27  213P EST MAR 18 76 VAEI34(1343) G+ RISATLOTEIPD 03/18/95

ICS IPMNTZZ. CSP 916 ¥
2016228318 TDMT NEWARK NJ 106 0388 O141P EST

PHS HOMORABLE JONM MARSH, COUNCIL TO THE PRESIDENT

VHITE HOUSE

VASHINGTON DC

SUBJECT PANANA CANAL

1 AM DEEPLY CONCERNED OVER THE POSSIBILITY THAT POLITICAL PRESSURES
BEING BROUGHT ON THE UNITED STATES BY THE GOVERNNENT OF PANANA COULD
LEAD TO INPAIRNENT OF FREE PASSAGE OF US FLAG NERCHANT VESSELS AND
US NAVAL VESSELS THROUGH THE PANANA CANAL FOR THE DURATION OF THE
20TH CENTURY

NEWSPAPER REPORTS WHICH I HAVE READ ON TNIS OVERALL SUBJECT ARE
UNCLEAR AS TO THE EXACT POSTURE OF THE UNITED STATES; SPECIFICALLY,

FORM 0805 PRINTED BY THE STANDARD REGISTER COMPANY, U. S. A,






KINETY-FOURTH CONGRESS

LEONOR K. (MRS, JOHN B.) SULLIVAN, MO, CHATRMAN
THOMAS L. ASHLEY, 710 FHILIP £. RUFPE, MICH,
JOHE D, DINGELL, MICH. CHARLES &, MOGSHE®R, OMIO
THOMAS N, DOWNING, ¥A, PAUL N, MO CLOSKEY, 3R, CALIF,
PAUL G. ROGERS, FLA, GENE ENTYLER, KY.
JOHN M. MURBRY, N.Y., EDWIN B, FORSYTHE, M.J.
WALTER B. JONER, MA. PIERRE 5, (PETE) OU PONT, DEL.

ROBERT L, LEGGETT, CALIF,
MARIO HIAGG!, H.Y.

GLENM I, ANDEASGM, CALIF,

E (KIKA} OE 18 GARZA, TEX.
RALPM H. METCALFE, Li.
JGHN B, BRIAUX, LA,

FRED B. ROUNEY, PA.

DAVID €. TREEN, LA,

JOEL PRITCHARD, WASH.
DN YOUNG, ALASKA
ROBEWT £, BAUMAN, MD,
NOVIMAK F. LENT, N.Y.
MATTHEW J, RINALDG, N5,
DAVID ¥, EMERY, MAINE

1.5, T3ouse of Representatives

Committee on
fMerchant Marine and FFigheries
Room 1334, Longioorth Fouge Office Building

Tlashington, D.EC. 20515

Rr—
CHIEF COUNZEL
ERNEST . CONHTADN

CHIEP CLERK
FRANCES STILL

MINCRITY CGUMLYEL
RICHARD N, SHAADCG

FAUL 5, SAREANES, ML,

BO GINN, GA,
GERRY £, 5TUDDS, M,

DAVID R, BOWEN, Miss,

ASS,

March 29, 1976

JOEHUA BILBERG, PA,

ROM DE LUCD, VL.

.

CARNIGLL HUBERARD, JR., KY.

BON BONKER, WASH,
LES AU COIN, DRES.
NORMAR E, D'AMOUR

5, M.H.

JERRY M, PATTCRSON, CALIF,

LFO €. ZEFERETTE, N
JAMES L. OBERSTAR,

LY,
MINN,

The President
The White House
Washington, D. C.
Dear Mr. President:

I am writing to you and the Secretary of the Army
to implore you both to take some. direct action on the
recent proposal of the Canal Zone Civilian Personnel
Policy Coordinating Board which would in effect deprive
3,000 of the lower-grade em>loyees of the Panama Canal
Company and military sexrvices in the Canal Zone of
raises over the next six or seven, or more, vears, as
well as the proposal of restricting future eligibility
for the tropical pay differential.

For the benefit of all the rarties concerned, I am
convinced that it is essential that these controversial
and inflammatory pronosals be withdrawn and discussions
be initieated with a view to discovering wayvs of attempt-
ing to accomplish savings and to help make up the
deficit in toll revenues caused by the fewer numbers of
ships transiting the Canal.

Unfortunately, for the past several years, these
peonle have been frightened by the threat of their jobs
being abolished because cof the treaty negotiations
which have been carried on by fits and starts. In
addition, they have been faced with the loss of commissary
privileges and the loss of recreational facilities, as
well as many other harrassments. The last straw was the
proposed changes in the basic wage scale which would
have the effect of freezing their present pay for at
least the next six or seven vears, and for the foresce-
able future. These positions which have been threatened



The President
Pdge Two
March 29, 1976

are the porters, stenographers, secretaries, and similar
enployees, and it even goes up to the younger craftsmen.
It is my understanding that the net savings to be
realized from squeezing these some 3,000 employees would
be less than $600,000, which is a mere drop in the bucket
in relation to an approximate deficit of some $14 million.

Our Committee is working on legislation to defer, orx
postpone, the interest payments made to the Treasury each
year. This deferral of interest payments would be until
the tolls begin to increase and there is a profit over
expenditures. If some sensible, but effective, action is
not taken within the next few weeks, we have ample evidence
that anything can happen. We had a test last week of
the almost complete stoppage of transits of the Canal
because of the job action of the employees in the Canal
Zone which was manifested as "sick calls." Unfortunately,
our pleas c¢an no longer hold the Panama Canal Company
employees back, and it was only decisive and reasonable
action by Governor Parfitt which prevented the situation
from becoming even much worse than it was. The Governor
has been magnificent throughout this crisis and is held
in high esteem by the Members of Congress who have attempted
to alleviate this critical situation, as well as by the
employees in the Canal Zone.

I am sure you understand the ramifications of the
existing situation and the necessity of withdrawing the
two proposals which are so inflammatory and which are
regarded by the Panama Canal employees as a threat to their
very livelihood and existence. I hope that you will take
decisive and guick action with respect to this matter and
I anxiously await a reply from you in this regard.

Respectfully,
/

PR

Leonor K; (Mrs. John B.) Sullivan
Chairman
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MEMORANLUM FOR: BRENT SCOWGROFT

FROM: JACK MARSH

The attzched is (or your hmruediate attention. 8
drs, Sullivan sent this letter to the President by messenger,

1 suggest you do & backgrouad paper to sceompay the letter,

.

Joni/dl
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March 29, 1976

Dear Madam Chairman:

Thie will acknowledge receipt of your letter to
the President of today's date, urging that the
proporals of the Canal Zone Civilinn Persoanel
Policy Coordinating Doard relating to salaries
be withdrawn iromediately and that discussions
be initiated to scck alternative solutions,

I'wish {o agsure you that your leiter will be
called to the President!s attention without
delay. Iam confident it will be fully reviewed,

V’ith kindest resards,

Sinc erely,- ]

Charles Leppert, Jr.
Special Assistont for
Legislative Affaire

The Honorable Leonor K, (Mrs, John B, ) Sullivan
Ch-irman

Cormmittee on 1lerchant Marine and Fisheries
Houce of Represcntatives

Washineton, 12.C. 20515

&7%c: w/incoming to John Marsh for further handling

CL''JEB:VO:vo





