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NOIE BY THE EXECUTIVE SECRETARY
to the

NATIONAL SECURITY COUNCIL

on
NATIONAL SECURITY INTERESTS IN THE

The enclosed statement of policy on the subject
prepared on the basis of agreement by the N3C Flanning Board
is submitted herewith for consideration by the National
Securlity Council at its meeting on April 22. Also en-
closed for Council information is an NSC staff study on
the subject and the following Annexes thereto: (a) Annex
Ay a summary of department and agency views on the Seaway
project and the bifis relating thereto, and (b) Annex B
a proposed letter on the Seaway from tI!E Secretary of the
gnierinr to the Chairman of the Senate Committee on Forelgn

elations.

If the enclosed statement of policy is adopted,
it is recommended that it be submitted to the President

for his consideration.
ﬁ JAMES 8. LAY, Jr.

Executive Secretary

e¢c: The Secretary of the Treasury
The Secretary of the Interior
The Acting Director of Defense Mobilizatien
The Director, Bureau of the Budpget
The Chairman, Joint Chiefs of Staff
The Director of Central Intelligence Agency
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STATEMENT COF POLICY
Pronosed by the
RATIONAL SECURITY COUNCIL
Do

NATIONAL SECURITY INTERESTS IN THE
ST. LAWRENCE-GREAT LAYES SEAWAY PROJEGT

1. BEarly initiation end completion of the 5t. Lewrence-
Grest Lakes Seswasy is in the interest of national security.

2. The United States should promptly teke whateverp
action mey bte aporopriete to clear the wey for commencement
of the project, whether by Canade elome or, now or as= mey be
later developed, by Canada andtha United States jointly.

3. It ia*pnartﬁiglﬁ}4¥u%:;$¥a¢naant1517-that the United
Stetes particivate in the construction of the Seaway; 5q;xauch
particivation to imited to th%;,pﬁitiun of the Eplﬁay which

might be loecfted within U.3. territory.

(
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N3C STAFF 31UDY

on

NATICNAL SECURITY INTERESTS IN THE
ST. LAWRENCE-GREAT LAKES SEAWAY PROJECT

I. Summary Stetement of legislative History end Pressnt
lepislative FProonosals

1. Since 1932 the Txecutive has tried to sscure Congres-
elonsl approvel of arrengements for U.S5.-Canadien development
of the 5t. lewrence, A treaty to this end failad in the
Senste in 1533 end in 1941 an Executive Agreement with Censads
was signed. In succeeding yeers, no Congreseional sction was
teken on authorizing legisletion, although hearinge were held
#lmost ennually. In 1951 the House Public Works Committee
held extensive hearings but ceme to no vote. In 1952 the
Senate Forelgn Reletions Committes aplit but reported the bill
to the floor vhere it was recommitted by a 43-40 vots.

2. While estimates of committes a&nd Congressional ection
are notorlously inaccurete, it 1s noasible thet the Senate
Forelgn Reletions Committes may report favorably on the Wilasy
Bill., The House 1s another guesation end, from all present
indications, chances there appesr slim.

3. Fresent legislation ia considersbly less involved then
former provosals, end costs to the United Stetea will be con-
siderably lower. Under legislative proposals considersd by
the Congresa in 1951-52, the cost to the U.3. Govermment of
the 5t. Lawrence Froject, vower and navigation, wes estimated
at $566,794,000. Under Senator Wiley's E.EHE, the cost to tha
U.5. Federel Government is estimated mt $88,074,000 (December
1952 cost levels), 5. 5FQ plus Senator Thye's Amendment, which
provides for the deapeni of channels betwesn Lakes Erie mnd
Huron, would cost $187,6588, 000.

4. Costs under 3. 529 are lover then in earlier vroposals
beceuse power development 18 not ineluded. That development
vould be paid for bty Cntario end New York &t & cost to each of
abhout $EE§,GBD,Eﬂﬂ. Cost to Canede under the Wiley proposal
would be $173,650,000.

5. Senator Lehman has proposed legialation, which would
include federal construction of the pover profect as well as
seayay construction in the St. Lawrence and in the connecting
channels, and which would cost the U.5. $471,574,000. His pro-
posal i= not, however, competible with arrangements made with
Canade snd incorporeted in the Internationsl Joint Commission's
findinge.

KSC 150 =g - CURFIDENTIAL



10 3 o
RS M B A e

31 i vi¥v= of U.8, Govermment Departments and Agencies with
refearence to 5.550 (the ”HIE&E Blzlﬂi

6. The Departments of State, Defense, Interior and
Commerce have informed or will shortly inform ths Senste
Foreign Relaticns Committee of their approval in principle of
U.S. participation in the construstion end managemsnt of the
Seavay as provided in Senator Wiley's bill (3. 589), subject
to chenges recommended by the Bureau of the Budget. The -
Treesury Department expressed no opinion on policy end confined
its comments to the financiel aspecta of the bill.

T. & summary of the views of the Departments hes been
prepared by the Office of Legislative Reference, Bureau of the
Budget, and 1s attached as Annex 2.

7. Because of the detsiled factusl information steted
therein, & copy of the letter rroposed to be sent by the Secre-
tary of the Interior to Senator Wiley is attached as Annex B.

ITII. PFPosition of Cenades with respect to Prolect

9. The major part of Caneda's induatriel plant is in
Ontaric which feces a eritical low-cost power shortege by 1957.
The St. Lavrence renresents the sole untapved nower source 1in
the ares. Fower develorment 18 viewed, therefore, as essential
by the Canedian Government. #lthough the need for 2n eddition-
al transvortation route i{s not s urgent. the Canadian Govern-
ment belleves nevigetionsl develo-ment will &dd to Caneds's
economic strength.

10. The present Cansdian Government i{s committed politi-
celly to St. Lawrence develonment in the nesr future. In view
of the generel election this fell it cennot countenance delay
vithout protest. Delay either in obteining & decision from
the Federal Power Commission, which must license NHew York to
proceed with the U.5. shere of the St. Lawrence power works
or In lengthy end perhaps fruitless conzideration by the
Congress of various 5t. Lewrence proposals, whose very consid-
eration might delay Federsl Fower Commission eetion, would
serve only to execerbate U.5.-Jsnedian reletions. These rele-
tione in many filelds - sconomic, politieml and militery - have
besn close &nd harmonious end it is not in the U.S5. interest
to demege them by delaying, In asny way, & development of dipect
econcmic and political importance to the fanadian Government.

4

11. Officially, Canada !s egreeasbtls to U,3, perticipation
in the 5t. lawrence Seawey, provided thet no delay occours in
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arranging power davelorment and provided that the whole Ceavay
18 neot seriously delayed. Fublis opinion in Canada, howaver,
increaslingly supports the zonstruction of an all-anadian Seaway,
partly as a symbol of developing Cenadian naticnalism.

IV. Summary Statement of Principal Peints Frevicusly Advanced
In TBEE[EGHT before o Tre&&%nnﬂi i Itters by varlous
I the trior administration

Hepresentatives o &

i2d. Labrador Iron Ore

a, The 3t. Lawrence Seaway, in addition to itis
undoubted general contribution to our transportation sys-
tem, l1a essential 1f we are to put our steel production --
which Is to say our entire moblliration effort -- on &
solid and secure foundation. Without the Seaway, we shall
become steadily more vulnerable in steel producticon, the
most strategle of all strategle industries.

b. The Mesabl deposzite of high grade iron ore are
being gradually depleted. There are two alternate sources
of supply: the use of low-grade domestic deposits (taco-
nite) and the importation of foreign high-grade ores.

The importation and development of forelgn ore must be
accelerated begause the eaxplolitation of our taconite will
require extensive and ¢costly research and development and
the constructlion of facilities through & slow process
over a period of yearas. There are two principal sources
of forelgn high-grade iren ore in this hemisphere, South
Aamerica and Labrador. The high-grade ores of lLabrador,
the only rapldly expansible supply on this continent, are
of particular importance to national security. In time
of war, if the Seaway were completed, ore from Labrador
could move to the Great Lakes by a sheltered route during
part of the year, in contrast with the hazardous open-
ccean routes around the seaboard and from South America.

¢c. Freedom from submarine attack does not, of course,
mean full security. The risk of interruption of the new
Seaway by enemy sabotage must be faced. The danger of
sabotage, however, 1s already of critical Iimportence at
the locks of Cault Ste. Marie, through which our Lake
Superior ores are brought in such wvast quantity. Until
the Seaway 1s bullt, almost the whole of our iron ors
supply ls subjfect to interruption by a single act of
sabotage there.

13, Security and Econe of' Qverseas Shipping. The Sea-
way will facIIIEaEa the transportatlion of muniEEunB to oversea

bases. For example, 1t would shorten for part of the year by
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1,000 miles the open-sea route to the British Isles. The Seaway
would provide an inland waterway relatively safe from enemy
gction., It would enable the two countrles to move war materials
gt less coat in money and rescurces than by any other means.

14. Electric Power. The S5t. Lawrence power project,
measured by atriect engineering and industrial standards, con-
atitutes one of the best potential sources of electric power
in North America today. The project can provide 1,400,000
kilowattas of additional firm power generating capacity, half
of which would be avallable to the United States.

15. Additicnal Shipbullding and Repairigﬁ Facllities.
The Seaway would perm greatly lnereased shipbu ng and ship

repairs in the relatively well-protected Great Lakes shipyards.

16. Continental Defense. From a military point of view
the defense of the United States cannot be conducted inde-
pendently of the defense of Canada. The two countrlies compose
a single defense unit.
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BILLS RETATING THERETO.

(Prepare Office of leglslatlive HRelerence, Bureau

of the Budget. Dates statsd refer to dates on which lete
ters were sent to the Senate Foreign Relations Coomittee.) .

(March 20) -~ State favors U.S. participation in the
Seaway project. It also notes that (1) Canadas attaches urgency
Lo the development of power which it considers vitally urfent
for the industrial and defense economy of Ontario, and (2
E&nada also desires that completion of the seaway not be de
aved,

EEE%HEE (pending) == Defense states that the Departmen
has consistently and vigorously supported the navigation and
power phases of the 5t. Lawrence Seaway project as important to
the national defense from both a long and a short-term point of
view. It states that the Department's statements made in 1952
Lo this effect are even more timely now than last year, since
Canada has indicated its desire to proceed unilaterally on con=-
struction of the St. Lawrence Seaway if the United States does
not decide to participate. Defense states that if Canada pro=
ceeds unilaterally, the United States would be precluded from
exercising an aquai volce in the control of traffic through

the Seaway, not only in time of peace but alsoc when the United
States is at war; and that only by United States participation
now in construction of the Seaway can the United States be
assured of active participation in its future operation and
control. In summary, Defense strongly favors participation

by the United States at this time in the construction of the
St. Lawrence Seaway., While Defense offers no comment on the
use of a government corporation to implement United States
participation, it does suggest that the Congress give consider-
ation to an amendment which would assign construction to the
Army Corps of Engineers. The Department recommends early en-
actment of one of the bills or resolutions pending before the
Senate Foreilgn Relations Committee.

General Robinson, Deputy Chief of Engineers, was the lead-
off witness April 14, in the Senate Committee hearings. He
expressed the Corps of Engineers' views concerning the frujact
and in his prepared statement dealt specifically with (1) de-
sirabllity of co-construction with Canada; (2) soundness of the
corperation approach; (3) deepening of the Great Lakes connect-
ing channels; and (k) the attitude toward the New York State-
(ntarioc power application. He also submitted brief statements
on (1) the economic and aalthl?guiﬂatiun of the navigation phase
of the 5t. Lawrence projects; (2) adequacy of the 27 ft. project;
(3) traffic capacity; (%) maﬁilizatinn and construction sched-
ules; and (5) first year fund requirements.
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Interior (pending) == Interior heartily agrees with the
obJectives of developing the 5t. Lawrence for both navigation
and power. Interior states that: (1) the domestic supply of
high grade irom ore is limited and is already insufficient to
supply our needs; (2) our blast furnaces are concentrated in /
Ohlo and western Pennsylvania, removed from the eastern sea-
board and served by Oreat Lakes traffic routes; (3) these -
furnaces must socon be supplied with large tonnages of ore from
naw sources. These new sources are primarily Quebec-Labrador
and Venezuela. Interior notes that the record shipments of ore
from Mesabl and other Lake Superior ranges to blast furnaces
in the lower lakes steel centers was made possible by the navi-
gation works in the upper Great Lakes as improved before and
during the early part of World War II. The Department states
thaet unless improved by deep waterway, as proposed, the inter-
national raplds section of the St. Lawrence would constitute a
bottleneck in the transportation of iron ore in substantial
quantities from Seven Islands to the blast furnaces in the
lower lakes area. It notes that the emsrgency measures taken
in 1950 to ship iron ore all-rail from the Lake Superior mines
resulted in moving by all-rail only 8 percent of the total
shipped. It notes also that the Seaway would not result in
the surrender of iron ore rail traffic to navigation. The
Department states that the greatest need for iron ore obtains
during times of war and it is then that open sea transportation
is most hazardous and the St. Lawrence Seaway would afford a
supply relatively inexpensive and safe from submarine attack.

eover, early construction would relieve the current heavy
drain on open-pit and direct-shipping ores of the Mesabi range
and thereby preserve the maximum degree of rapid production
expansibility for future emergencies., This expansibility con=
stitutes a most urgent reason for immediate increases of im-
ported ore. The Department notes the Canadian intention to
proceed unllaterally, if necessary, and states that it would
be highly undesirable to leave any part of the welfare of our
great industries to the sole determination of a forelgn power
no matter how friendly our relations have been, are, and will
continue to be. The Department observes with respect to the
power development in the international rapids section that
this lower cost power would find an ample market in New York
and New England as soon as it can be made available.

Commerce (April 3) == Commerce states that there are sube
stantial arguments for, as well as substantial arguments
against, the 5t. Lawrence watervay project, but that on the
asaumPtiﬂn that Canada 1s prepared to proceed forthwith with
its part of the program on balance, after considering pro
and con viewpoints, it is prepared to recommend that the United
States join in completing the waterway project subject to one
proviso. Its proviso is that the project showld be set up on
a self-liquidating basis and that this Government's involvement
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should not exceed a known or fixed amgunt. The Department adds
that under all the circumstances, its position would naturally
be influenced by this amount, whatever it may be.

IIgifﬂll (April 1) == Treasury considers that the pro-
posed bills on the St. Lawrence Seaway relate primarily to
duties and responsibilities of concern to other departments and
agencies. The Department has therefore restricted its comments
to the provisions of the pending bills relating to financing
of the proposed corporation.

Justice (April 1) = Justice has advised the Senate Com-
mittee that whether the bills on 5t, Lawrence should be enacted
involves a question of policy concerning which the Department
prefers to make no recommendation. Notwithstanding this public
position, the Attorney General has, in a memorandum to Sherman
fdams, stated that in summary and on the basis of a limited
acquaintanceship with tbe protlem, §. 589, (Wiley Bill) and
the position taken by the Creat Lakes«5t, Lawrence Association
seem deserving of support by the Administration,

== The Commission has advised tha
Senate C tee tha prefers not to express views on the
pending legislation, since the Commission has pending before it
the application by New York State relating to development of
Eﬂn power in the International Rapids section of the 8t.
wWrence.
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UNITED STATES
DEPARTMENT OF THE INTERICR
OFFICE OF THE SECRETARY
Hllhlﬂgtﬂh 25, D.C.

(Froposed Letter)

My dear Senator Wiley:

This is in response to your request for the views
of this Department on S. 589, a blll "Providing for creation
of the Saint Lawrence Seaway Development Corporation to ean-
struct part of the Saint Lawrence Seaway in United States
territory in the interest of national security; authorizing the
Corporation to consummate certain arrangements with the Saint
Lawrence Seaway Authority of Canada relative to construction
and operation of the seaway; empowering the Corporation to
finance the United States share of the seaway cost on a self-
liquidating basis; to establish cooperation with Canada in the
control and operation of the Saint Lawrence Seawayv; to author-
lze negotlations with Canada of an agreement on tnils; and for
other purposes,"

This bill proposes to set up a Government corporas
tlon whese functicn will be to construect deep-water nav gation
works in the Internaticnal Raplds section of the St. Lawrence
River and to operate and maintain suech works in eoordination
with the St. Lawrence Seaway Authority of Canada. The author=
ity to proceed with this work is conditicned upon (1) satis-
factory assurance given by the Canadian Authority that it will
complete the Canadain portion of the 5t. Lawrence Seaway and
(2) satisfactory assurance that a liecensee of the Federal
Fower Commission will, in conjuncticn with an appropriate
agency of Canada, construct the dams and power works approved
by the Internaticnal Joint Commission in its order of Ccto=-
ber 29, 1952,

The Bill thus recognizes the need for the develop-
ment of the 5t. Lawrence for both navigation and power. With
both of these cbjectives we heartily agree.

1. The interest of this Department in the naviga=

tioh project is suxiliary to {ts investigatery and research
functions relating to the availability of minerals, and the
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mest important of these is the use of iron ore for eivil and
defense purposes.

We are now confronted with the following facts
first, that the domestie supply of high-grade iron ore is
limited and is already insuffiecient to supply our needs; "
second, that our blast furnaces are concentrated in Chic and
western Pennsylvania, remcved from the eastern seaboard and
served by Great Lakes traffic routes; and third, that these
furnaces must soon be supplied with large tonnages of ore from
new sources.

The Lake Superior District provides about B2%
of the domestic supplies of iron ore and produces tha bulk
of the requirements of the furnaces in the Lower Lakes area.
The Mesabi Range in this District is the source of about 63%
of the country's production. Less than half a billion tons
of the reserve in the Lake Superior Distriet is in the form
of high-grade, open-pit, direct shipping ore.

The diminution in the relative availability of
high-grade iron ore has been accompanied by great increases
in the demand for this mineral. In the peak war year 1942,
the total production of iron ore in the Unlted States was
106 million tons. Currently, with a steel capaeity of 117.5
million net tons a year, the industry requires about 130
miliion long tons of iron ore., By 1960, with a steel capacity
approximating 130 million tons, the industry will need 150
mlfllan tons of ore, assuming adequate scrap supply is avail-
able.

It 1z possible to provide 100 million tons per
year from the Lake Superior Distriet for several more years,
Then the mining difficulties will inerease, OCutput will de-
cline, and it will be necessary to supply between 40 and 50
millicn tons annually from underground mines, concentrating
plants, and imports. Underground mining and ore concentration
are slow, costly, and relatively inflexible. It follows
therefore that the greatly expanded importation of high-grade
ore 1s inevitable.

For nearly 20 years the iron and steel industry
has been aware that the econcmic growth of the United States
would eventually require quantities of iron ore that could not
be supplied from domestic scurces. As early as 1935 some of
the large steel producing firms sent gecloglsts and engineers
to foreign countries in search of high-grade iron ore deposits
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sufficiently large to be of importance in the future supply
patiern. It is significant that among these firms were the

cwners of the largest part of the domestic high-grade re-
IJerves,

South America and the west coast of Africa were
searched carefully and numercus iron ore deposits were exam-
ined. Among these, the choice narrowed to three deposits
selected for development by United States commercial interests,

Liberlan iron ore at Bomi Hills was selected
because of its extremely high grade and physical character
which make it suitable for special applications. The depoait
was developed, and it supplied about 572,509 tons of top :
grade ore 1952+ Annual imports from this source are ex-
pected to reach 3 million tons within the next few years.

The Urinoco River Basin in Venezuela proved to
have a number of iron ore deposits on the south side within
a few miles of navigable water. The Bethlehem Steel Corpora-
ticn selected and developed the Pao deposit which contains
over 60 million tons of what is apparently the best grade of
ore in this area. In 1952 imports from this deposit totalled
1.8 million tons and are expected to reach about 3 million
tons per year,

A short distance seuth and slightly west of
El Fao, the United States Steel Corporation discovered and is
developing a deposit of major proportions. Cerro Bolivar, as
this deposit has been named, contains over half a billion tons
of cre comparable in mamy respects to the better Lake Superior
ores. This deposit is being developed rapidly and shipments
are expected to begin in 1955. The annual tonnage from this
scurce can be expanded to meet requirements to the extent
of 10 to 20 million tons per year,

These reserves, although large, are not con-
sidered to be of proportions needed to supply the expected
requirements of our blast furnaces.

Iron ore has also been found in the Ungava area
of northern uebec and Labrador. This ore is alsc of a
quality comparable to the better Lake Superior ores. The
proven tonngaes in this area exceed 400 millien tons with
good prospects for important additicnal tonnages. These
deposits are located about 350 miles from Seven Islands, a
shipping point on the Gulf of 5t. Lawrence, A rallroad from
the ore flelds to Seven Islands is scheduled for completion by
the end of 1951, Initial shipments of ore from these fields
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have been estimated to reach a rate of 5 million tons a year
in 1954, with the cutput rising to 30 million tons per year,
depending on the avallablility of the 5t. Lawrence Seaway .

It is evident from the above that Quebec-Labra-
dor and Venezuela are scheduled to supply the bulk of iren
ore lmports necessary to meet the future requirements of the
United States.

The second important fact to be econsidered can
be treated briefly. Cur blast furnaces are heavily concen-
trated in the Uhio and western Pennsylwania area. Location
in this area has been supported by large nearby coal fields,
nearness to markets, and accessibillity to low-cost trans-
portation of iron ore on the Great Lakes. If the steel plants
of the Oreat Lakes were to be shut down as a reflecticn of
lnereasing costs of obtaining iron ore, many of the industrig
using iron and steel in this reglon would also have toc move
elsewhere. Thisz would mean a colossal economic dislocation
which we cannot afford.

The third important faet is the need for supply~-
ing large tonnages of ore from new sources. It relates to the
questions as to whether the existing facilities on the 5t.
Lawrence are adeguate for the transporsation of the iren ore
to the Great Lakes plants; whether the ore cannot be transe-
ported to the Atlantie seaboard and thence by rall to the
blast furnaces; and whether the development of this Seaway
Lo meet the steel requirements of the country would otherwise
be desirable and in the publie interest.

The development of the St. Lawrence-Great Lakes
Seaway 1s not in the nature of a new undertaking. The problem
here is that of completing a vital link in a project whieh
has been under way for genmerations, Major navigation works
which utillze the resocurces of the Great Lakes-St. Lawrence
system have been completed and have been cperated successfully
for years, Before World War II the connecting channels of the
upper Great Lakes were improved by the United States to a
depth of 26 feet. In the midst of the war the MeArthur Loeck
in the Soo Canal was completed in 1943 with a depth of 30 feet
over the lock sills. These improvements made possible the
record shipment of iron ore from the Mesabi and other Lake
Superior ranges to blast furnaces in the lower lakes steel
centers, which sustained our steel industry during the last
war,

A different situation obtains in the Inter-

national Rapids section of the 5t. Lawrence River. This
section, some 4 miles long, is presently by-passed by
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outmoded lk-feoot canals and loeks built on the Canadian side
of the river. Unless improved by deep waterway, as proposed,
this section of the river would constitute a bottle-neck in
the transportation of iron ore in substantial quantities from
Seven Islands to the blast furnaces in the lower lakes region.

The opposition to the S5t, Lawrence Seaway stems
largely from those who would favor rail transportation of iron
ore on the theory that the construction of the Seaway would
mean the surrender of rail traffic to navigation. This is
an erroneous theory. The great expansion of the steel industry
has been made possible only because we have develcped in the
Great Lakes system the means for transporting iron ore by water
from the sources to the mills, In 1950, as an emergency
measure, a concerted effort was made tc ship iron ore all-rail
from the mines in the Lake Supericr Distriet. This more cost-
ly movement contlnued in 1951; of the total shipped, however,
only 5% moved all-rall and 9245 moved by water through the
Great Lakes system, P

Assuming that it would still be possible to\s
burden the inland plants with higher transportation costs N
shipping the ore to an Atlantiec port and thence by rail to the
lower lakes region, it must not be overlooked that the great-
est need for iron ore obtains during times of war. Then it is
that open sea transportation is most hazardous, and the St.
Lawrence Seaway, as an inland waterway, would afford a scurce
of supply which would be relatively inexpensive and safe from
submarine attack, Moreover, early construction of the Seaway
would relieve the current heavy drailn upon open-pit, direct-
shipping ores of the Mesabl Range and preserve the maximum
degree of rapid production expansibility for future emergencies.
This expansibility has been a strategic asset of the greatest

importance in past emergencies and constitutes a most urgent
reasun for immediate large increases of imported ore.

In a way, all of the gpbove facts and arguments in
favor of the develcpment of the St. Lawrence 3eaway have be=
come academic. While we have been lmproving the connecting
channels of the upper lakes, Canada has undertaken major navi-
gation projects in other sections of the Oreat Lakes-5t,
Lawrence system, notably the completion of the Welland Canal
to a depth of 25 feet, and extensive improvements in the Lower
St. Sawrence. More recently, Canada, by legislation, has
authorized the construction of the St. Lawrence Seaway Jointly
with the United States, if the Congress authorizes such parti-
cipation. 1In the alternative, it has provided that if the
United Btates does not elect to ca.ry out its part of the
Joint imprcvement plan, then Canada will proceed to construct

N3C 150 - 13 - UKCLASSIFIED




UNCLASSIFIED

a Canadian seaway from the Atlantie to Lake Erie under Cana-
dian ownership, operation, and control. The Canadian Parlia-
ment has created a Seaway Authority with full power to com-
piete the development under either alternative, and has
authorized this agency to issue bonds to finance construction
of the works. More recently, Canada has announced that it

was ready to proceed with the development of the International
Rapids section on the Canadian side of the river, if we delay
further in making this waterway a joint enterprise.

The question, therefore, is not whether such a
gseaway should be made avuiiabla, but whether it i8 desirable
that it should be owned and controlled entirely by Canada,

with no volce on the part of the United States in the operation
of the waterway and in the tolls to be charged. Considering
that by far the greater part of the shipments through this
waterway will be for our industries, there is but one answer

to the question. It would be highly undesirable to leave any
part of the welfare of our great industries to the socle deter-
mination of a foreign power, no matter how friendly our
relations have been, are, and will continue to be.

2. Since the Department of the Interior is not V"™
seeking to become the marketing agency for the power to
generated on the 5t. Lawrence River, our views herein are\:
limited to the general need for power in the area. -]

The Internaticnal Rapids section provides a
site for one of the largest low-cost hydroelectric power
developments on the continent. BSince the Creat Lakes consti-
tute a natural reservolr for the 5t. Lawrence River, an
extremely steady flow results. The large and steady fleow,
ccmbined with the fact that the river drops W6 feet within
a distance of 10 miles, can be harnessed to ereate new in-
stalled capacity of 1,880,000 kilowatts capable of producing
an annual average of 12.6 billion kilowatts hours of aneﬁfy.
The penerating capacity and the cutput of the project would
be divided equally between the two conmtries.

Whether the power project is constructed by the
State of New York or by the Federal Government, there can be
no doubt as to the great need for the low-cost power that can
be preduced,

This low-cost power would find an ample market
in New York State and New England as soon as it can be made
available, as shown by studies of the Federal Fower Commission.
It appears certaln that the output of St. Lawrence power
would be absorbed as rapldly as geaerating upits ecould be
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installed to produce it. The 5t, Lawrence River is a re-
glonal resource to supply needed power to a great share
of the northeastern part of the United States,

The Bureau of the Budget has advised that there

is no objection to the submission of this report to your
Committee,

Sincerely yours,

secretary of the Interior

hon. Alexander Wiley, Chairman
Committee on Foreign Relations
United States Senate
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