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completely that benefits conferred upon it will not affect vessels engaged in the foreign trade.
To take an example, if cargo intended for a United States port beyond the canal, either from
east or west, and shipped on board a foreign ship, could be sent to its destination more cheaply,
" through the operation of the proposed exemption, by being landed at a United States port before
reaching the canal, and then sent on as coastwise- trade, shippers would benefit by adopting this
course in preference to sending the goods direct to their destination through the canal on board
the foreign ship.

Agam, although certain privileges are granted to vessels engaged in an exclusively coastwise
trade, His Majesty’s Government are given to understand that there is nothing in the laws of
the United States which prevents any United States ship from combining foreign commerce with
coastwise trade, and, consequently, from entering into direct competition with foreign vessels while
remaining prime facie entitled to the privilege of free passage through the canal. Moreover,
any restrictions which may be deemed to be now applicable might at any time be removed by
legislation, or even, perhaps, by mere changes in the vegulations.

In these and in other ways foreign shipping would be seriously handicapped, and any adverse
result would fall more severely on British shipping than on that of any other nationality.

The volume of British shipping whieh will use the canal will in all probability be very large.
Its opening will shorten by many thousands of miles the waterways between England and other
portions of the British Empire, and if on the one hand it is important to the United States to
encourage its mercantile marine, and establish competition between coastwise traffic and trans-
continental railways, it is equally 1mportant to Great Britain to secure to its shlpplng that just
and impartial treatment to which it is entitled by treaty, and in return for a promise of which
it surrendered the rights which it held under the earlier convention.

There are other provisions of the Panama Canal Act to which the attention of His Majesty’s
Government has been directed. These are contained in section 11, part of which enacts that a
railway company subject to the Inter-State Commerce Act, 1887, is prohibited from having any
intevest in vessels operated through the canal with which such railway may compete; and another
part provides that a vessel permitted to engage in the coastwise or foreign trade of the United
States is not allowed to use the canal if its owner is guilty of violating the Sherman Anti-Trust
Act.

" His Majesty’s Government do not read this section of the Act as applying to or affecting

British ships, and they therefore do not feel justified in making any observations upon it. They .
assume that it applies only to vessels flying the flag of the United States, and that it is aimed
at practices which concern only the internal trade of the United States. If this view is mis-
taken and the provisions are intended to apply under any cireumstances to British ships, they
must reserve their right to examine the matter further and to raise such contentions as may seem
justified. .
: His Majesty’s Government feel no doubt as to the correctness of their interpretation of the
treaties of 1850 and 1901, and as to the validity of the rights they claim under them for British
shipping; nor does there seem to them to be any room for doubt that the provisions of the
Panama Canal Act as to tolls conflict with the rights secured to their shlpplng bv the treaty. But
they recognize that many persons of note in the United States, whose opinions are entitled to
great weight, hold that the provxslons of the Act do not mfrlnge the conventional obligations
by which ‘the United States is bound, and under these circumstances they desire to state their
perfect readiness to submit the question to arbitration if the Government of the United States
" would prefer to take this course. A reference to arbitration would be rendered unnecessary if
the Government of the United States should be prepared to take such steps as would remove the
objections to the Act which His Majesty’s Government have stated.

Knowing as I do full well the interest which this great undertaking has aroused in the
New World and the emotion with which its openmcr is looked forward to by United States citizens,
I wish to add before closing this despatch that it is only with great reluctance that His Ma,]esty 8
CGovernment have felt bound to raise objection on the Glound of treaty rlghts to the provisions
of the Act. Animated by an earnest desire to avoid points which might in any way prove
embarrassing to the United States, His Majesty’s Government have confined their objections within
the narrowest possible limits, and have recognized in the fullest manner the right of the United

States to control the canal. They feel convineced that they may look with confidence to the Govern-
ment of the United States to ensure that, in promoting the interests of United States shipping,
nothing will be done to impair the safeﬂuards guaranteed to British shipping By treaty.

Your Excell ency will read this despatch to the Secretary of State, and will leave with him a
copy. I am, &e.,

: E. Grey.

ApprxpIx .

An Act to provide for the Opening, Maintenance, Protection, and Operation of the Panama Canal,
and. the Sanitation and Government of the Canal Zone.

Br 1T ENACTED by the Senate and House of Representatives of the United States of America in
Congress assembled,—

That the zone of land and land under water of the width of ten mlles extending to the dis-
tance of five miles on each side of the centre-line of the route of the canal now bemg constructed
thereon, which zone begins in the Caribbean Sea three marine miles from mean low-water mark
and extends to and across the Isthmus of Panama into the Pacific Ocean to the distance of three
marine miles from mean low-water mark, excluding therefrom the cities of Panama and Colon
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