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so placed that it will cause the leust interference with the natural

flow and growth of business, They ure maintained for the reacon that
notwithstanding the lurge increzse of revenues wWhich has occurred in recent
years they are nesded for the revenues they produces. Ve do not suggest
that it is practicable to do away with all import duties, but we think the
increuse of rates in recent ycars might have been avoided by kseping gove
ernment expenditures on a lower level, and that govermnmental policy in the
future should be directed {o the purpose of . radually lowering the rates,

ultimately to not more than 5 or possibly 3 per cent,

BANKING FACILITIES AND THE MONETARY SYSTEM

Three foreign banks of large capital, to-wit, The Natlional (City Bank of
New York, the Chase National Bank, of Hew York, and the lioyal Bank of Canada,
have branch offices in Colon and Panama City., These afford ample facilities
for the class of business which such banking institutions are accustomed to
handle, which includes credit for commercial purposes and loans for limited
periods on collateral security. They also make loans and advancss upon the
security of real estate, but their operations of this kind usually ars conw
fined to parties doing other business with them. The capacity of thése ine
stitutions to supply credit is not limited to deposits received in Panama,
They are able to bring in funde from outside_to meet proper demands, but as
a matter of prudent policy in the conduct of the banking business they do
not make long term loans.,

Compkint is made that credit is not available for agriculture, but
speaking generally, agriculture in Puname has not yet been established upon
a basis which entitles it to the use of bank credit. It must never be for-
gotten that bank funds which have their origin ¥n deposits made by the

public are of the nature of trust funds and should be employed only in uses



184

and upon security which afford reasonable assurance thﬁt they will be
fepaid according to the terms of the agreement. While the possibilities
of agriculture in Panama undoubtedly are large, few uagriculturists as
yet have demonstrated thut they ure able to produce regularly for the
public murket, or that they can use borrowed money advantageously.
panking fucilities are not lacking for parties who can show- that the
funds applied for are wanted to supplement capital of their own which
already is producing satisfactory returns, Bank funds cannot properly
be employed except upon this simple condition. Any other employment
makes the lender practically a partner in a business not yet fuliy eS=
tablished, and while an individual lender, who is disposing of his own
private capital, may be willing to make such advances, & bank which is
handling the money of others, repayable on d emand, cannot safely do so,
It is & sound principle that the primary hazards of a business must be
borne by the owners or parties in immediate charge of the sams., When
they have demonstrated that the business is able to use more capital
successfully, and are able to offer the pledge of capital already sucw,
cessfully employed, they will be in position to use bank credit,
Announcement has been»made racently of the organization, under the
laws of Paunama, of another banking institution, witi: the name "First
National Bank and Trust Company.” The Honorable Belisario Porras, exe
President of the Republic of Panamu, is anpounced as President, and it
is stated that the capital authorized by thse charter is §1,000,000, with
an authorized surplus of §$300,000. The announcement states that the Bank
will open for business in Panama City June 1, 1929, or soon thereafter
and that branches will be established in other parts of the Lepublic,

A Government Bank,

The Banco Nacional de Panama is an institution entirely owned by the

National Government, established in 1904, and hus a local agency in euch
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province., It invites deposits and undertakes to do a general bankiﬂg
‘business, but its published statement &s given below indicates that its
principal business is that of making mortgage loanse The condensed
balance sheet as of sugust 31, 1828, which accompanied the leport of the

Bank to the Legislative issembly, dated September 10, 1928 is given

herewith:
ASHETS
Reul ZHstate B, 77,241,68
Furniture and Fixtures 11,0561.75
Cash 540,429,57
Agencies and correspondents 293,652 454
Drafts to be collected 263 ,619,49
Depts Mortgaye certificates 101,585.37
Loans:
Tith personal guarantee 2,113 ,828,08
“ith mortgage guarantee 2,929,711,60
5,042,539 .66
Total Balboag = = = = = = - 6,331,120,08
LIABILITINS
Cupital B. 837 ,445,70
Reserve Fund 939 ,563,99
Profits to be divided 129 ,245,05
Hortpage certificates 1,850,000,00
Deposits 2,574 ,864,32

Total Balboas w = = = = o = 6,361 1)0 06

The balance sheet shows outstanding obligations in the form of
mortgage bonds aggregating B, 1.800.000, These bonds are covered, with
a margin to spare, by mortga;es upon real estate, mainly in Panama
City. The teport to the .ssembly suys:

The benef'its obtuined through these operations ure notable.
The capital city is being enlarped and improved with modern
buildings; the taxes that the State collects increase on
account of these buildings, and the problem of residential
accommoocations, from the point of view of comfort and hygiene,
offer less difficulties. ¥rom the sscond issue of bills,
called Series "B", loans huve been made with mortgages on
properties situated in the interior of the country to an
amount equal to 257 of the net product of suid issue, in
accordance with law 34 of 1927,

lately the Bunk hus been suggesting the contract of a third
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issue of mortguige bills, under better conditions than the pre=-

vious ones, and only some small debails of form are necessary to

this end, The advantages of this new issue consist, among others,

that ths Bank grants & security of 110% instead of 140%, as

stipulated in the preceding contr.cts, and that some restrictions,
which were imposed in the preceding contracts, are eliminated.

Also, the part that should be invested in t hs provinces of the

interior, has been increassd to 30%.

Since the date of the above :eport two additional bond issues of
Be1.,000.000 each have been sold,; making the total of such issuas out -
standing approximately B.4.000.000. These bonds, besides being the
obligations of the Banco Naucicnal, are fully guaranteed, principal
and interest, by the hepublic of Panamu, and have been sold abroad
(in the United States and (anada),

This business of mortgige banking is carried on in numerous countries
by institutions either owned by the State or in which the State is inter-
ested as part owner, guarantor or in a supervisory capacity. Much is to
be said in favor of the policy of having the State lend its credit in this
manner to bring in outside capital for the upbuilding and development of
a net country, but experience elsewhere justifies saying that the business
must be conducted not only with integrity but with excellent judgment in
order to aveid losses to the publid treasury. Several States of the
United States wnich have embarked in this business have suffered heavy
losses through the failure of borrowers to meet their obligations and the
c§nsequent obligation of the Statés to make good upon their own guare
antees, It is no reflection upon parties who are responsible for a
trust of this kind, but simply the enunciation of 2 sound principle of
public administration, to say that where the public trsasury is ultimately
liable wus guaréntor it should be safeguarded by an independendt examination
of the accounts and the loans from time to time, Over and over again
this lesSon has been taught, and there is no good reuson for disregarding it.

The losses in the United States have not been dus to defulcations or

known dishonesty on ths part of officials making the loans, but to mistakes
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of judgﬁent in wuluing property, and, possibly in some cases, to the fuct
that the judgment of such officials had been influenced by political considerations.

In the case of the Banco Nucional the law requires no independent audit,
but does require that a report upon the administration of the institution shall
be made to the issembly, and it would be entirely in order to add the require=
ment that the Report shall be accompanied by a certificate of audit maae either
by & qualified officer of the Govermnment, & well known firm of public accountants,
or & Committee of well known business men named by the President of the Republic,
"he growth of the liazbilities of the Govermment on account of the Bank's operations
justifies such a requirsment, In the draft of an zct for the establishment of an
office to bs known as the 0Office of Comptroller~General, which accpmpanies this
report, one of the duties nemed is that of auditing the books, records, accounts
and documents of the Banco Nacional, of the municipalities, and of any organiza-
tion, society, school, or other body receiving any moneys toward its support from
the National Treasury.

The fact that the Treasury has received no dividends or income of any kind
upon its investment in the Banco Nacional since 1925, although paying in that
time the aggregate sum of $162,966,564 in commissions for the services rendered
by the Bank in its behalf, should have soms justification or explanation, and
an independent audit would give the proper answer, |

It will be observed that the foregoing extructs from the last Report show
the greater part of the mortgage loans to be sscured upon urban property.

Usually mortgage banks which are Government institutions lend only upon farm
property, It is probable that on zecount of the backward state of the rural
districts of Panama, the policy of the Banco Nacional in confining its lending
operations s¢ lurgely to city properity hus beer a prudent one, but with the
development of agriculture to & basis of assured income, it may be desirable

: in part or mainly
for the institution to give its attention'wﬁn&kx'to that field. There is also

the question us to short credits for the cattle industry, already referred to, and

for thecoffbe industry and other brunches of agriculture. !'e ure not prepared to
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take the responsibility of advising that a Government=owned institution should
make a departure of this kind, believing that if the laws are adequate to prow=
tect such credits the cormmercial banks or private lenders will acet the wants.
Jlowever, sinco a Government-owned bank exists, and was established upon the
theory that it would serve as a Government ageney for the development of the
country, it would secnm aporopriate for this institution to specialize in
this class of businosse
“hother or not such business can be successfully handled by a Govern-

ment institution of course is a questlor of practical managecment, In order
to do so it would be necessary to ecuploy the services of persons especially
gualified by acquaintance with would=be borpvowers, and faniliarity with all
featurcs of the business, In the case of the eatile industry it =i -ht be
possible to enlist the cooperation of the leading intercsts involved in the
industry. AAth advisers of this kind a service night bo devsloped whiech
would be of much practical values

Jonctary Systenm

Th¢ nonctary system of Panama was established in 1904; thie unit beins
the balbon, a old coin of tns seme standard of wei:zht and fineness as the
A erican sold dollar,  The foliowln;; coins vere authorized: In gold, b, 10,
an? 20 b:lboas; in silver, 1 poso, 1/2 eB0, L/ﬁ PCSo, 1/10 peso ande/ZO
peso. The peso was Uo veigh 25 graas anl have a current value equivalent
to nne=hall a balbounj ithe fraction&l silver coineg were glven a weight and
value proportionate to the peso, #11 coins wore to be 900 fing, The rold
coins axnd the poso have nob been idnted but the lxecutive Power was authorized
to coin and issuc nol to exceed §,000,000 pesos of the fractional coins to
take the place of the Colombian silver coins then in eirculation in Panema.
The monetary law provided that to juarantee the parity ol the silver coins
a sun of sold equal in value to 16 per cent of silver issucs should be

-
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deposited vith a rosponsible banking insvitu atbion in the Tmited States, and
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The above systenm was carriod into the present Fiscal Code, aporoved
in 1916, cxcept that a B/E% 7o0ld coin was added,

The Vorld Var raised the price of silver so rueh that the silver coins
issucd under the act of 1904 iszmmsd became worth morc as bullion than as

.

coin and disappearcd, presumably having been melted,

In 1917 a law was passed covoring the monctary system (Law 62 or 61).
This provided for silver coins of onc-half, one-guarter and onu=tenth of a
balboa, of tlic same standard of weight and finenese as the corresponding
United States silver coins, and nickel coins of one-twentieth and one=fortieth
of a balboas The new silver coins have not been issucd, but recently the
new nicizels (,05) and half-nickels (.02%) verc put in circulation,

The law of 1904 still makes all silver coins a le;zal tender, but in view
of the faet that gold is the standard metal and the silver coins arc intended
to scrve only as tokens, circulating at a nominal wvaluc higher than the wvalue
of their metalic contents, we think that if any further issues arc made their
legal toender value in any single transaction should be restricted, say for
exanmple, to B1lO,

The Constitution forbids issucs of paper noney either by the state or any

visione By reason of the close business relations existing betveen Faname
and the Canal Zone, tho constant flow of travel from the Tmited States, the
payment &k of United States :dlitary and naval forcces and Canal tolls in United
States noney, an ample supply of Tmited States currency 1is always in circula=-
tion, Two kinds of paper money in use would be confusing rather than cone
vonient, for variations ~ight oceur in the exchan e relations botween thems

As to any profit which might ascrue to the Governmment or a Government
Bank fron paper currency issues, it would be incomsiderable, and of no import-

ance in comparison with the dansers involved in the troublesome problem of
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regulating the volume of currency and maintaining it at par with gold
and the foreign exchangos, I countries haviag e Central Bank of Issue
the discount rate of that institution is an important factor in the -wmine

tenanee of the -old standard, bul in order that tois may ¢ so the PBank rate

[N

must bo actunlly an Luportant factor in the business dife ot' the country;
that is o say, business aust have reached the siuge of & ~velopment where
e

it is using constontly a lar;e volune of shord term loans of a very liquid

charachor and where Lthe Contral Dank loll's a domineting position in the

[=n

banking system. This is not the case in Panama or likely Lo be in ihe near

future, The supply of currcney in Paname under oresent conditions tends
to incrcase fastor than the local demend, inasmuch as bravelors and ships
bring in sore than they take ouly morsover, thu proscnt banks of Panama “ave
relations in Tew York which enable thes to obtain readily any supplies that
may be necedod, Thus the currency supply now vresents ao probleme

The most complicated nroblem known to banking or povernmentael scienee

is that of monaging a paner curreney, and none is mors important to the

joey

business comiunitys,  Furthermors, Fanana is o now cowtry, -osiring an

¥

Inflow of capltal from abroad for uhe covelopneat of her latent

rogoars » Se
The Dirst guestlon any prospuctive invostor considors bofore troansfeprding
nis capital So any foreign eounbry is in repard to cortalroy that the monuy
of that country will roemain on the jold basis., Lill »is income from the
proposad investoemt, or his vrincipal, should he wish to withdraw it,

2l the fixed rate of exciange?

always e convertible into
It is impossiblc in the cage of o small and youn counlry to ansver

a £y

this question to tin sacisfaction ol everybody.

¢ arc sany countries
as Lo which the aas er cannot bo given viih such cortainbty as to scot at rost

all doubts T the ease of Faname thore is no need to raisc the question.
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Tt now as 8 soelferc-ulating supply of currency, tho character of whieh

‘ '

i as little open to doubbt vs thal of any mosey in Lhe world,  Throwh

the use of nitod &

Y
i

upon old, wnd on: of too sorious problems whieh faces wst youn: natilons

of undoveloped and 1i died rosourecs is olivdinted onliroly,

%

cos wonwy Uhe business of caneer iz firmly osuallisfed
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TN CAVAL AD AUXILIARY DNTERPRISE (A)

The most iportant business on the Istimus in magritude of operations

under one management is thal of the Canal with its auxiliary enterprises,
izneluding the Fanama ﬁailroad; e have roferred to the Canal and Hailroad
in a review of the ﬁransportatidv facilitics of the country, but will touch

0 their importance as industrial enterprises, giving support to a

nopulation in‘part living in Panama territery, and their rolations in other
rognocte Lo the business life and the prospoerity of Panama.

O acoount of some advantarcs of doing business with the public through
a corporatc orpanigation insboad of through the Canal orsanization, The Rail-
road Company carrics on the cnterprises auxiliary to the Canal which are
maintained for the purposc of rodering serviess to shipping and to the ome

i reyy -

nloreeas of the done syston. These auxiliaryy enterpriscsare thoe terminal

docizs, drydocks, oil and coalin plants, repair shops, coumissaries (seneral
supnly sborea for cupls V”fﬂ), abattnir, eold storage plants, dairy Dorms,

B} $ £

hetels al vhe termicols, stes  £11 of these enterprises of

cnurse

the Zonez and the business transacted by them is not business in Faname,

somrriiics of Dalboa and Uristobal are imediately adjoine

~ Ty

ing the Panaman citics of Tanarn Jolon, noany Ttuldbn s of 85 clities find
581 2

She done activities and an important ampunt of trade comes to

ol eities from done rosidents,.

Tobrunry 28, 1989, vcoaches the conelusion

Aroatfieisl ealoulation ns

Ghat at thay di s total of aprroxinately 62,865 porsons wors Jeriving sup-
port dircetly rrom Trised Statos aclivities i the Zone, This included 10,350
officurs and wes o Sho Aroy and cavy, and 8,802 persons of the wivilian

population, or a total of 12,152 for the Americen populations Of the alion

3T, ﬂeayly all ost Indian laborors, thore wore 4,437 men ond 9,988

; .. . S CLIN NI TR
=210 enildren =al 9,741 won of the "ol lvor
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Relation Bebwcen Panama and the Zone, (1)

Tre relations betwcen the Republis of Panama and the Canal Zone, an?
particularly the influenee of the commissaries upon business in the eitics of
Colon ans Fanama City, "ave boon o subject of much discussion and of formal
representations by the commercial bodies of the Svmo eitiss, the latbor claine

~

ing Lhat comalssary activities exoeed the scope contomplated by the troaty

scen the United Statos and Paname and violate tho spirit of the understonde

ing bebtwoen the two countrioss The interpretation of the treaty, of course,

ig a mattor for the governmments of the two counbtries to determine bobween

thenselyes and we shall not deal with the subject except a3 scoms ineidumbolly
in . . . . .

necceaary  discussing the economic situation mx of Paname,

Articles IT and ITT of the fanal Treabty read as followss

Article 11,
"The Republic of Panama rrants Lo the United Sbabes in
perpetuitly the use, occupation and control of a zome of land
and land wder valer Tor the construction, mainterance, oper-
ation, sanitation and protection of said Caunal of the width
of ten miles extonding to the distance of five miles on each
side of the ocenter linc of the route of the Canal Lo be cone
structed; the said zono beginning in the Caribbean Sca threc
marine miles from ucan low water mark and extending to and
across tho Isthous of Panama into the Pacific Ocoan Lo &
digtance of throe rarine niles Proo mean low wabor mork with
the nroviso that the clitics of Panama and Colon aw! the hare
bors adjacent Lo said cities, which arc included within the
bowndaries of the zone above desceribedy; shall not be inecluded
within this grants  The idopublic of Paneme further grants to
the Thited States in perpetulty the use, occupation and con-
trol of any other lands and wabters outside of tlhic zone above
doseribed, which may be necessary and convenient for the
construction, maintenancc, operation, sanitation and protoction
of th» said Canal, or of any auxiliary canals or othor works

noccssary and convenient for ths construction, maintorance,
oporation, sanitation and proteetion of the said enterprise.™

Article IIX,

®The Lepublic of Panama rrants to the United States all the
rigits, power and authority within tho zon¢ mentioned and de-
seribed in Article ITof tlis agreement and within the %inits of
all auxiliary lands and watcers mentioned and described in said
Article I which the United States would possess and exercise if it
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wﬁre the sovereign of the territory within which said lands

and waters arc located to the cntire exelusion of the exeroise by

the xenunllo of Paname of any such sovereign rishts, power, or

authority,"

fhe treaty was signed Ly the negotiators al vashington on Novembor
18, 1903, ratificd by Pananme on December 2, 1903, and ratified at ashinston
on Fobruary 25, 1904.  Within a fow months & scrious ques%ioh developed in~
reégard Lo sovercignty in the Zone, preeipitated by an actioan of the Governor
of the Canal Yone, cstablishing Unitod States ports, custom houses and post
offices in the Zdone, and putting the United States customs tariff into offcet
upoxn all imports into the done. The Government of lanam, laying emphasis
upon. the provisions of Article II, as defining the scope of the agrecnmont,
held that the latter did not imply cession of territory and absolute transfer
of sovereignty, but only a grant of use, occupation and coatrol for a stated
purpose, to-wit, the “constructiom,4maimtonanco, operation, sanitation and
protection™ of the Canal, as sot forth in Article II., On the other Tand, tho
Urited States Government, through tho Scerotary of state, held that tho words
quote:d were not intonded as a limitation on the grant, and that the conveyanes

s

ol sovereisnty was more explicitly defined in Article III.

5 ey by

: 7 gy pr menan egde gy o - Y ) 1 P3N - "
a¢ dtates hed vested aunthority for the Govornment

Tto Congress of Lhe
of the done in the Seeretary of var, and the occupant of that =ffice at the
tinme was the onorable William Hower:d Taft, Secretary Taft visited Panama for
a confercrce with the Government of ranama, and the Confercnce resulted in
modification of certain featurcs »f the executive order w:ich had occasioned

the controversye All import dutics on joods entering the Canal Zone were re-

scinded and rcciprocal trade relations esbtablished between the Zone and Panans,
However, the Jdelicate question wiich had been raiscd as Lo sovereignty in the

Zone rosained ynchanged, a mattor of treaty interpretation,
w fed, I
During tho period while thescregotiations were peading Presidint Loosevelt

ad roscod a Loblor to Seercbery Taft in which he exprossed the opinion that the

hes SN VEVEN |



people of Panama were unduly alarmed on account ~f the stepns which the United
statos had bakento provide for government in the Zono, fhis lethtar, datod
October 19, 1904, reads in part us Lollows:

"There is ground for believing that in tho exceution of

~ts conferred by the treaty the neople of lanams have been
unduly alarmed at tho effect of the establishuent of a rovorne
nent In tho Capal strip by the Commlssion. Aﬁ:arwnulv they
Tear lest tie offect be to ereate oul of part - their berrie
*orv a competing and independent comrunity «hieh shall in’wri-

usly affcct their revenues, and diminish their prestipe ns a
xaxloﬁ.'
eeoes o have not the slightost intention of csbiablishing an
independent colony in the midile of the State Of ranama, or of
cxcerelsing any greater governnental funetions than are neccssary
to cngble us conveniently and safely to construct, maintain and
operate tic canal wader the rights given us by the ireatyve Loast
of all do we desire to interfere with the business and prosperity
of the people of Panama.®

In the month following that in which this letior was writteun, 3ecrcotary
faf't visited KxzmidwrkxKemaxmfx Paname for tie purposc of conferring with the
authoritics of the Republic upon the differcnces which ad developeds frcot-
ing, the President of Faname on “ovomber 27, 1904, the Scerctary saidg

"The Government of the Uaited Statos 'as no intention in
teing in this Isthrus to do other than to build a canal vwhich shall
connect the two oceans and thus bring groat benefit, nol only to
wour country, but to the United States and menkind, It has no
4@51rw to exercise any power oxcept that which it deems neecssary
wrder the treaty Lo insure the building, maintonarnce, and orotoction

=

of the canale®

In another svabomoat malo secrctary Talt is roported

e

L oconeur, wnd Lhe Soverncent of Lhe Unitod States conours,
1 the corstruction that all these rights were given us solely
for the purpose of cwablling us Yo construet, maintain and operate
the canal. It is nol the motive that governed the conferring of
thvse rights, but the extent of the rights necessary to gnable us

to securc this common object, that has been in controversy

Tragouch as bhe lebior fron Frosident Roos:volt to Scerobary

written only six days before the lobier upon thoe subject of sovereipat

by Loeretary of State YMay bte vre do Mivisucr of Panama at Tashington,

3 R R, |

tae nbiocrances ol thoe

Scerobary of Yar ecannol be corstrucd as cone



f<fe§',)

224

flicting with the treaty interpretation of the Secretary of 4@ State, but

03

there was an evident desire Lo assure the people of Panama that in the

excreiss of its autlority in the Zone the Mhited States ictended - act only

as was desmod necossary to accomplish the ends specifically stabed in

treaty,

The Commissaries (B)

Thus far the Comnlssarics have been the subject of ore discussicr than
any othor foaturc of the relations Lotween Panama and the %ore, ‘rticle XIIT

of the troaty iz ns follows:

"The United Statss may Laport at any time inte thoe gald
zone and suxiliary lands, fros of custon dutics, imposts, taxcs,
or othor charges without any restrictions, any and all
vessels, dredooes, ongines, ears, machinery, Lools, oxplosives,

matorials, supplies, and cther articles necsssary a1d cone
venient in the sotstruction, maintenance, oPeration,'sanitation
and protection of {the canal and auxiliary works, and all pro=
visions, medicines, clothing, supplics and :trer things necesg~
sary and GOﬂVe“l”ﬁt for the officers, employecs, worlner and
ilaborors iv the zerviee and employ of the United States and for
their familiecs; If any such articles are disposad of lor use
oubside o trhe zone and auxiliary lands granted to the United
og and within the territory of tine Repiblic, “hzy shall be

ok U ame ivport ov other duties as like articles ine

lawrs of the Hopublic of Panema,™

Thisg article wg boen zaid Lo be Lhe basis of the rirht of thoe United

=5

i

i
i

Iaturpreted in tho

ey e KN by o ey P ¥ ., E
Seatas Lo onsrate the cowrlssarics in dorno, ot it

A

Vay lotter as corferrine ho right to impord into the Zone through the ports

of Penama, which wes necessary at the beginning o the Uanael vork, hefore docks

wore hulld in the Zones The richt to maintain eomdssaries and o import
mocde dircetly into the Zono 1s “eld by thos United States So bo irloerent in the

rights of sovereignty, Hevertheless, the language of Article XIIT is held to

purpose of serving the Canal cmployeos and theirfamiliies, Sypilics are sold
£

to passine ships as a part of tic Vanal servica, The two hobels in Colon and

Panana sere operabod prinarily for the aecommodation of Coanal officeials and

3 g 1t PO L e 4t
coployoes, bub e anthorities tave ilndicatsd a deslre To re stire fro e hotol
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business whencver ample accammodations for the publiec are otherwise provided.

Complaints of competition with the business of Panama merchants have arisen
mainly on account of commissary sales to parties not in the employ  of the
United States Government. We do nmot understend that the right of the United
States Government to operate commissarics for the sale of goods to its own employ-
ees is in question. Therefore, whatever issue way be £nvolved is a question
of administration rather than of prineiple, and particularly of vigilance in de-
feating attempts to contravene the rules govermins commissary sales. It has
becn customary to grant the commissary privilepe to employees of contractors
doing work for the United States in the Zone, and to a limitced number of persons
who in various ways render services to the Government of the 2Zone in the opera-
tion of the Canal, The Canal authorities affirm that the number of vrivileges
issucd outside of the regular force of employees is much exaggerated by common
report, and that such instances are to be considered as in recognition of services,
or, in a few insbtances, as acts of courtesy, and not as efforts to increase the
volume o business done,

Our krowledge of the situation is not intimate enough to warrant our
discussing the details, but it is obvious that the conditions arc such as to
make it very difficult, if not impossible, to prevent goods from thé comril g=
aries entoring into Paname territory to some extent, Although the Canal
Zone 1is controlled by the United States, the United States customs tariff does
not apply te it. It is a strip of free trade territory bisecting the Republie
of Panama, Farthermore, by the terms of an agreement between the United
States and Paname, no customs officers or patrol are meintained by either
country on the boundary between the Zone and Panama, but the Canal authorities
cooperate with the Panama authorities to prevent the introduction of any zoods

into the Republic by way of the Canal without paying the proper duty.
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duties on lmports into Fonaer. wnd Purthermers that from every olher visie
peint 1t is souna poliey for ranass to malnitadn impert dutiss st ihs
lowest levsl thet is consistont with the nseds of her ‘roosury for ravenue.
ue views upon this penerwl subjeet hive boun expressed slsewhere,

T do not suy LY

illieiv commisuary compotition sihould be disree-

gheded; Lne . one should be & pood nelghbor to Ubneme in avery raspect

und tae suthorities shouwld be alive to prsvent oo Pally ©3 possible the

the privilegss waleh bolomg i

&

Y

buse of

iy only e Urltsd o letas employecs.
Tt is « subject for friecdly conferencs on the part of ihs nerchants or
aubinrdties of Pupams omd the suthwritiss of tne Jong, bult shoeuld be dise

cussad on Lhe bisls of tunglble eovidenne ruthor than of Jenaerul surmise or

snt aubllpritiss of
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Lae P

vapue roprosantationse o o.ve

Lhe Lone wre sineersly Iviendly Uo Funame and dasirvous of living up to the

spicdt of tas Loaty in wll rospocts.

Cas vompmlssary competivion 1 o wmatise of annoyancs becwuasy the age
gregate volume of business on tne lsthmus is relabtlivaly smalle  If Sunams

Tity and Colon grow, beooms imporuent distribating centers and tha volume of

trede increvsss in a subslunticl deggres, comrissury compobitlon will be

of copperaiivaly insignificaat drporis sodor Leport dutios will help

Lo cecompids. wll of this,
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L5 dsscribad above, the Cunal authorities huve provided splendid
port acecmnodations at both entrances of the Canul w8 purt of (he ser-
vice which they offor te tho shipping worlds These sntrances wre natural
wecting plucas Tor ships, and donks ure nosded to fasilitute trensailiwmonts
of vergo, also to allow @hips to lie along shore for supplies und to unloud
and racgive cargo. 1he Gunul porie wre wmore fully eoquipped to wecommodute
shipping than any ports in the i spublic wre likely to be for muny years to
cota, und pornaps up to this time they huve rondered «ll of the serviece to
Pununa business thut there hus besn any oull for, but they wre not poris
in iwpame and cennol be expeeioed to render wll of Lhe services which ports
«#ithin the spublic mijht render.

. country which hes smbitions for foreiyr trude, znd sspecially for
the eluss of iruds which is not bussd upen homs production but wimost
wholly upon sorvicss a8 & trader dn Lne exports and imcorts of other
countries, neals tc hive not only decks on the water {ronts, but land
ud jucent for Wurehmﬁseﬁg assambling yurds, fecilities for breaking bulk,
sorting, ygruading, re-packing, light manufucturing, etces The znal docks
angWwer the purpose so far as lo.ding and uwnloading fueilities ure conoernad,
but, Litlls nure,

Howevar, the Uanal suthorities huve gons one stoep further, which is worthy
of descripbiorn in this conngetion.

THOLL e Guhan omovics (B)

saent.

In Bureh, 1626, Lhs Panema @ uilrosd Coempany epersting ths Cunal decls
in fristobul and 'R 1bow, pul into of'fect whsi i knowr as its “lold for Orders”
service, which consists of wilowing merchundise to remsin in the dock wuroe

nousss for « poriod of thirviyefive davs without other charsas Lhan the
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rogular rates for ineird wnd outward hondlin rrivilage of

in some easas, the shippsrs have npoents in Tolon ko
Whon consignmeants &7o medg, bubt goods wmiay be consiined e the Panama

B I a3

Comoeny o whieh will romdie Lhom Ly pursuense of subseguent

Py - 2

Cae purpose of this inmeowation dn csoulnr dook services hes boan twoe

feid: (1) to promote o distrituving business divoet from (he decks, Yhsreby

3 4 " ; P PP T an A P O T .,
Lhs wvolwno of business gwer o deeks b gaving the nestle ine

Lo panovitg, dncom aareawndiss Yo n privets werahousos und

i fer roghipmants and {2} to _uin
v whipmant ard reernsl oment within

Lha polioy

“vmnal

eurse may ba dastined Tristobal
irﬂd, raferverdad from the

il? ot its pronevtion of
i(a instaud of a combinxiion

of ord te Tristobal or
TR et ion,

G sidpment move frow lew York

Lo bhe Cunul Sonag, Lt v zii of course pay razular locul rate

Lo swlbew or (ristobul, we Lie cusg may bo e= bul should Lhe
sungr wish to reforwccd o, sy Juayaiuil, he onn 6@ 50 by

pis dng Ve oncwrriorts propoertion of the through valse Vpon
pridencs tnst hhe skip.snt or 34 of 1% is uﬂvﬁd bayonid
L . enel Lone, the indtial oo 11 rvafomdg Lihe Jif{arance

batwaan through and lecal

samen.g With

“he Tollowin;, steaechip lines

and the Punams | silresd tetmahlp Company upon the

Tas Panema allrowd Jumis

elacs of salpmonts deseribed shove:
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tnder ihis system a manufoeturer In the Umitad Statee may kaen 2 stook
of gpods on tha Perama docks for prompt shipment in the Punamu trade »o-a,
with a perivd of thirty«five duys in which theo turnover muy bhe m i@, rae
slonishan us sales a8 madse flLor thivty-five dae o stornse ohar oo

of thraee cents psr toen par dul 15 mads.

Thu wolume of i ld for (rders” business doublsd in 1928 over 1827, end is stillf

increasing
Jutsmobile manufwcturers, shippin boxsd cars, hi.ve been the lewding users

oi the service wnd this indicuted the possibility thel they may find Colon
sultuble location for wssembling plants in case « irse jono is sstablished
to s<rve such businss:, as sug eted further on in this discussion,
vhe ield fé? Grdace’ sorviee is slse utiliced by Colon snd Puncme

Tlty wercimnts to render bonced Wwrehouse servica, enabling them to withe
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draw goods as wantoed and avoiding the earlier parment of irport duties,

ma.
P

is "Hold for Orders™ sorviee has beon eriticigzed as practiecally «

of mercinandising in the don, or at lews: a zervioe coupebilive

wito warciousing dvusincss oubside o tho donc, wrl thorefore

1

Gwshion of froaty Interprotalilot. irovebly thieg fdea s sungested by newsw

paper armouncements alt the tione the servies was inaugurated, woich sitated that

for the prosent™ wo broslin 11 ol paskanes would be permitbted on he picrs,
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thay creative the
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toat o larger service wes corbomplalbad later,
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as yvet for thls assuapiions
: - Gt - Py ey s e "y Fa O N P e - :
Lo wee e Lo ws uihalb dnsofev as "Hold for Orders" scrvice accomplishes

an ceouoy ia shipuents wiica can bo accomplisaed 1o o other wayy 15 @mst e

cdod as legibinmate dock sorvice, notwithstanding any linditotions of thes

A

treaty upon business in Lne Zdono It is o sound proposition thatfacilitioes

s'ould be available for conducting business in tho wost ceonmualecal mnne

.

We do nobt viink that eilher the Uanited Siates or lanams 3houald sook an inbors

protabion of the ireaty which will ‘wmmper the scorviecs of the Lopal {to international

trade or the development of a trading contor op tho lsthmuse 00 the contrary,
botit eouwilries, having entered iato cooporation o owen a trads roulc aeross

roube and also

the Istluaus, siould eontinus coopuratlon in vehall of
of the btrade conter now made possidle at viis locatiois
it is to be considered thal to the extent that ™iold for Ordors™ serviee

usiness on the and boon instrusental in

<

nas developed a disbributiag t

sedining recogaition for the prineiple of through rates on goods moving to and
from the Isthmus as deseribed, it has advaneced the intercsts of all business

located in Fanama. Indeed, the fact that this concession upon freirht rates

v .

nas been gained by the influence of the ranems lailroad Stuamship Lirc is proof

L of trhe Yanal aubthorities in

mportance of active cooperatlon on

alon or Faname Citye

all efvorts for ths developmens of intorwational brade i



