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~CONPIDENEIAT—

DEPARTMENT OF STATE

Wasnington, D.C. 20520

MEMORANDUM June 17, 1977

TO: Joseph Aragon
Special Assistant to the President
The White House

|
THRU: Hodding Carter, III | HC/
Assistant Secretary fo blic Affairs

Department of State

FROM: Jill A. Schuker
Special Assistant to Hodding Carter, IIT

SUBJECT: Working Paper on Panama/Public and Press Outreach
Strategy

The goal of any successful outreach strategy for Panama is to
facilitate both Senate passage of the Treaty and the attendant
congressional votes necessary to make the Treaty viable.
Given this fact, congressional and public outreach strategies
must be consistent. Also, they must reflect the political
reality that public mood and volubility on issues have

a direct effect on votes in Congress. We need to properly
prepare the public for a changed policy relationship toward
the Canal and at the same time have the public feel actively
involved in the policy process. This requires an organized
and thoughtful outreach approach.

Public Perception

The general public perception on Panama is that we are

giving away the Canal--giving up what is "rightfully ours".
This concern results primarily from misperceptions and

concern over defense and security. Specific labor groups

are concerned over jobs and compensation. The most recent
polls we have seen reflect evidence that the prevailing opposi-
tion to a new Panama Canal Treaty is susceptible to change.
Comparisons between two Roper polls (June 1976 and January
1977) show that in the later poll there was an increase in
public preference for the status quo in the absence of counter-
vailing arguments. Roper's more recent poll also indicates

the relative persuasiveness of arguments for and against

a new Treaty. In January, among those people shown sets

of arguments opposing and favoring revision of the Treaty,

47% opposed revision and 33% supported a change; of those
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not shown arguments, 53% opposed revision and 24% supported
Tt. When Roper did the same split-sample polling in June,
opposition to a modified Treaty on the part of those who
did not see the arguments was 46%. Among those who did see
the arguments in June, opposition was 44%--only a 3% change
between June and January which is not statistically
significant.

In January 1977, arguments for Treaty revision most often
considered the most effective by those supporting modifica-
tion were: 1it's the fair thing to do; it gives the Panamanians
reasons to protect and maintain the Canal; it improves rela-
tions with Latin America. 1In January 1977, the reasons
selected were: it's ours because we bought it; the Treaty

was supposed to last forever; Panama might some day deny the
U.S. access; an outside invader might take over the Canal.

Juxtaposed with the Roper poll, an interesting recent Foreign
Policy Association ballot among its members (obviously an
aware "constituent" group) shows that a majority favor re-
turning the Canal to Panama after a fixed period so long as
the U.S. continues to play a role in the Canal's defense.
Approximately one-third of the respondents on this issue
acknowledged changing their minds after reading background
material on Panama provided by the FPA (this again is con-
sistent with the Roper poll conclusion that the existence of
countervailing arguments have an effect on the outcome of
the vote).

These results all indicate the need to get responsible in-
formation to the public in a timely fashion. Given the
possibility of a conceptual agreement soon, we must move
quickly with education of the public.

Strategy
PHASE TI: ©Now Until the Conceptual Agreement

The interplay of timing and tactics is critical as we pre-
pare Congress and the public for the changes in the Canal
relationship between the U.S. and Panama. Already substan-
tial attention has been given the Congress with briefings of
key Committee members and leaders. This same attention has
not yet been focused on the public and the press. Some
specific suggestions along these lines are:

A. PUBLIC

1. Speaking Opportunities: Ambassadors Linowitz and Bunker
to the extent possible during the negotiations need to get

-CONEIDENTIAL
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out and speak. Ambassador Linowitz was extremely effective
in talking about the Canal and ongoing negotiations at the
State Department Conference in May for non-governmental
organizations (labor, business, ethnics, foreign policy
groups, etc.).

The kinds of speaking opportunities to be pursued are those
where lines of communication to Members of Congress can be
stimulated positively, where centers of opposition can be
temporized, where the heavy flow of organized negative mail
can be counteracted, and where elevating the understanding
of the issue can lead to a more positive disposition toward
the Treaty. This can then be translated to the public at
large. State and local leadership must be briefed as well
(appropriate conference opportunities are available now for
this, and I can discuss these specific fora with youTT—

Some possible speaking opportunities:

1. Maritime Unions, Shipping Associations, American
Export Council, National Foreign Trade Council,
Port Authority Groups

2, Council of the Americas, U.S. Chamber of Commerce
in Latin America; U.S. Chamber of Commerce

3. Hispanic Fora

4. Religious Organizations: U.S. Catholic Conference,
Washington Office on Latin America, B'nai B'rith,
Jewish Welfare Fund

5. American Association of University Professors,
American Association of University Women, Latin
American Studies Association

6. General Federations of Women's Clubs, Leaque of
Women Voters, etc.

7. Amvets, Jewish War Vets, G.I. Forum, etc.

Where possible during this pre-conceptual agreement phase,
general positive talking points on Panama should be inserted
into the speeches of key government officials when relevant.
A list of appropriate government officials who will be
speaking during the next few months should be put together.
State Department officials scheduled to speak have been/will
be given a list of generalized talking points. I will for-
ward these to you for your use as well.

~CONFPIPENTTAT-
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Defense Department officials also play a particularly key
role in any strategy since one of the primary concerns is
with the security and defense (neutrality) of the Canal.

Any public strategy must have visible (preferably for some of
the more conservative groups), uniformed, military spokesmen
in favor of the Treaty. In addition, the Commerce and Labor
Departments can play an important role in targeting business
and labor groups/leaders.

2. Geography: Target states which have been identified as

key areas of opposition (particularly as they relate to
influential Senators and their positions on relevant Committees
and in leadership) are:

Arkansas Utah

Alabama North Carolina
Florida Mississippi
Georgia Tennessee
Kentucky Texas
Louisiana West Virginia
Kansas Oklahoma

New Mexico Nebraska
Arizona Colorado
Wyoming New Hampshire
Nevada Virginia
California

(FYI, Governor Meldrin Thomson (R-NH) just visited Panama
representing the Conservative Caucus and was as usual vocal

and vituperative in his comments against the Treaty (There

is no way" the Treaty will pass, etc.). His comments received
heavy play in the semi-~independent La Estrella and Star and
Herald, and they were virtually ignored i1n Government-controlled
papers. All La Estrella stories were Panama AP datelines done
by a stringer.)

3. Citizens' Committee: Immediate consideration should

be given to the formation of a prominent "spontaneous" citizens'
committee with some strong conservative/moderate names (we

have some specific ideas on this which I can discuss with

you). While it will not be possible to counteract in numbers
an organized anti-Panama mail campaign, if organized soon
enough, it might be possible to cut off some of the opposi-
tion before it begins. Again, it is most important to stay

on the positive offensive.

B. MEDIA
The role of the media will be key in educating and gaining

public support for the Panama Treaty. Ambassador Linowitz
can be used particularly effectively with media groups. All

~CONPIDENDIAT,
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officials when speaking around the country should be
scheduled for media appearances. Regional or local media
seminars and briefings and seminars with editorial writers
and foreign affairs editors and writers should be worked
into schedules. Certainly all available media conference
opportunities should be pursued in or out of Washington
(I've discussed this with Walt Wurfel).

Leaks could be a particularly critical problem in Phase I.
Walter Cronkite had a story on Panama a couple of weeks ago.
An AP story carried on the front page of the Washington Post
on June 2 was for the most part--but not entirely--accurate.
Stories such as the Jack Anderson piece on June 16 regarding
the Libya-Panama agreement can be very detrimental to any
positive public view on Panama and could erode present
support (I talked to Joe Aragon and Walt Wurfel about the
Anderson piece, and both the Department of State and the
White House had information to answer any questions which
may have arisen on the story).

Because of the danger of inaccuracies and because of the
delicacy of the negotiations with Panama and the attendant
official sensitivities, we must be able to respond to leaks
as best we can if and when they appear.

The role of the media becomes even more important after the
conceptual agreement is signed (Phase II) and a suggested
strategy follows. Phase II is the period of time when actual
discussion of the anticipated Treaty provisions will take
place, when active congressional consideration begins, and
eventually culminates in the Treaty vote by the Senate. 1In
the optimum, it is anticipated that Phase I will end within
the month, and that Phase II will be completed by the early
fall.

PHASE II-~This is a suggested media and public strategy be-
e AT A . «

ginning immediately after conceptual agreement. Close
cooperation among the White House, the Department of State,
and the Department of Defense will be particularly crucial
at this point.

FIRST DAY

Bunker and Linowitz Announce Treaty Agreement

Bunker and Linowitz announce Treaty agreement to the State
Department press corps. This release will correspond with
the Panamanian government announcement of the agreement.

Ideally this will occur on a Monday or Tuesday and not on a
weekend.

-CONPIDENTIAL
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The ambassadors will address questions from the press follow-
ing their statement delivered in the State Department Press
Conference Room at the regular briefing time of 12:30 p.m.
Bearing in mind the one-hour time difference, this should
work well with an announcement in Panama.

SECOND DAY

Statement by the President

President Carter to hold a special press conference (or per-
haps part of a regularly scheduled press conference, depending
on timing) at the White House to make a personal statement on
the Treaty agreement. Question and answer period to follow
the statement.

Morning News Show

The day after the announcement by the President, Bunker and
Linowitz should appear on a major morning news show. CBS is
suggested for its format and because the Ambassadors are
already committed to appear on NBC's Meet the Press on

June 26. The viewing audience for CBS and NBC are similar
in numbers and make-up. If CBS is selected for the first
day, appearances on ABC and NBC might be scheduled for the
following week.

Nationwide Direct-Line Interviews—--Television

The Department of State will arrange for both Bunker and
Linowitz to do direct-~line interviews. This would be a two-
hour session in the State Department studio where reporters
from around the country (from as many of the major media
markets as possible) would be scheduled to call in and ask
questions. Each reporter is allotted ten minutes. This
would provide optimum and accurate coverage.

There are a few Spanish networks around the country, and it
is suggested that if possible some of the interviews be done
in Spanish.

Nationwide Direct~Line Interviews--Radio

Direct-line interviews with major-market radio stations will
be provided as well. These interviews might be given by

either Bunker or Linowitz or someone else from the negotiat-
ing team.
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Individual Interviews with Network Correspondents

Network correspondents will probably seek individual inter-
views with Bunker and Linowitz. It would be appropriate to
encourage this and set aside some time for this purpose.
THIRD DAY

Defense Department Press Briefing

Joint Chiefs of Staff should be scheduled to brief the
Defense Department press corps with General Dolvin present.

The week after the announcement the following areas will
need attention:

Television:

News Programs--In addition to the joint Bunker/Linowitz appear-
ances on Meet the Press June 26, and the morning network news
programs, arrandements should be made with McNeil/Lehrer
Report, Agronsky-at-Large, Face the Nation, Issues and Answers,
and 60 Minutes.

Documentary Features--Arrangements might also be made with
producers at the major networks and PBS to inspire the devel-
opment of special reports on Panama. These might most
beneficially surface in July and August.

Print--White House and Department of State media conferences
in June and July should have the participation of the
Ambassadors.

Special Features/Cover Stories--Op. ed. pieces should be
organized. Also, Linowitz and Bunker should be available to
reporters who are interested in on-the-record interviews for
special features or cover stories. 1In addition to Time,
Newsweek, U.S. News and World Report, an interview with
Parade or another mass magazine 1s recommended.

If useful, we might arrange a meeting here or in New York
with executives from Time, Newsweek, U.S. News and World

Report, vice presidents of news and documentary features
from CBS, NBC, and PBS, etc.

Meeting with Columnists--Special attention should be given
to foreign affairs columnists such as Georgia Anne Geyer,
Joe Kraft, James Reston, etc.

Bunker and Linowitz might brief a Godfrey Sperling breakfast
and/or a Foreign Policy Magazine breakfast and/or set-up

—CONEIDENTIAL
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luncheons/briefings with some of these foreign affairs
columnists and reporters.

Public Affairs Speaking Engagements

The importance of reaching influential, geographically, and
substantially relevant grassroots audiences cannot be stress-
ed enough. Media exposure and meetings with local leadership
would supplement these engagements. In addition, the idea

of a press conference where local media would have an oppor-
tunity to question the speaker before an audience is highly
recommended, both in terms of clarification and exposure.

Defense Department--Public Affairs

The Defense Department is a critical player in any public
strategy regarding Panama. Defense officials will be of
great importance to sensitizing the public on the new agree-
ment and Treaty.

Cleared in Draft:

S/AB:RBarkley

S/AB AMoss
PA:JSchuker:mdr 6/17/77 ARA/PPC:PJohnson
JCaplan-ARA/PPC
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The White House
Washington D. C. ;

ZAA 2 /W”‘
Dear Mr. President: /ﬂuﬁggyb& 7= ;;(MCT.

We are enclosing a most important letter from four former Chiefs of
Naval Operations who give their combined judgement on the strategic
value of the Panama Canal to the United States.

We think you will agree that these four men are among the greatest
living naval strategists today, both in terms of experience and Judge-
ment. Their letter concludes:

"It is our comsidered individual and combined Judgement that you should
instruct our negotiator:s to retain full sovereign control for the United
States over both the Panama Canzl and its protective frame, the U.S. Canal
Zone as provided in the existing treaty."

Ve concur in their Judgement and trust you will find such action wholly
consistent with our national interest and will act accordingly.

Sincerely,

Strom Thu -:ond USS McClellan USS

2
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June 8, 1977

The President
The White House
Washington, D. C,.

Dear Mr., President:

As former Chiefs of Naval Operations, fleet commanders and Naval Ad-
visers to previous Presidents, we believe we have an obligation to you
and the nation to offer our combined judgment on the strategic value of
the Panama Canal to the United States.

Contrary to what we read about the declining strategic and economic value
of the Canal, the truth is that this inter-oceanic waterway is as importaat,
if not more so, to the United States than ever, The Panama Canal enables
the United States to transfer its naval forces and commercial units from

ocean to ocean as the need arises. This capability is increasingly impor-
tant now in view of the reduced size of the U.S. Atlantic and Pacific fleets.

We recognize that the Navy's largest aircraft carr! vs and some of the
world's super- ‘kers are too wide to transit the Canal as it exists today,
The super-tankcrcs represent but a small percentage of the world's commer-
cial " -ets, From a strategic viewpoint, the Navy's largest carriers can be
wise. o»ositioned as pressures and tensions build in any kind of st ¢ -
range, limited situation. Meanwhile, the hundreds of combatants, from
submarines to cruisers, can be funneled through the transit as can the vital
fleet train needed to sustain the combatants. In the years ahead as carriers
become smaller or as the Canal is modernized, this problem will no longer
exist,

Our experience has been that as each crisis developed during our active ser-
vice--World War II, Korea, Vietnam and the Cuban missile crisis~~the value
of the Canal was forcefully emphasized by emergency transits of ou:r naval
units aad massive logistic support for the Armed Forces, The Canal pro-
vided operational flexibility and rapid mobility. In addition, there a -: the
psychological advantages of this power potential. As Commander-in-Chief,
you will find the ownership and sovereign control of the Canal indispensable
during periods of tension and conflict.

As long as most of the world's combatant and commercial tonnage can transit
through the Canal, it offers inestimable strategic advantages to the United
States, giving us maximum strength at minimum cost., Moreover, sovereign-
ty and jurisdiction cver the Canal Zone and Canal offer the oppor. :1ity to use
the watexway or to <eny its use to others in wartim:. This ..uthority was
especially helpful during World War Il and also Vie: 2m. Under the control
of a potential adversary, the Panama Canal would become an immediate
crucial problem and prove a serious weakness in the over-all U, S. defense
capability, with enormous potential consequences for evil,

B 1 gl T PP (ST Y R U G T AT
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Mr. President, you have become our leader at a time when the adequacy H
of our naval capabilities is being seriously challenged. The existing
maritime threat to us is compounded by the possibility that the Canal under
Panamanian sovereignty could be neutralized or lost, depending on that
government's relationship with other nations. We note that the present
Panamanian government has close ties with the present Cuban government
which in turn is closely tied to the Soviet Union. Loss of the Panama Canal,
which would be a serious set-back in war, would contribute to the encircle-
ment of the U. S. by hostile naval forces, and threaten our ability to survive. ‘

T e P oy

s s

For meeting the current situation, you have the well-known precedent of
former distinguished Secretary of State (later Chief Justice) Charles Evans
Hughes, who, when faced with a comparable situation in 1923, declared to
the Panamanian government that it was an "absolute futility' for it "to ex-
pect an American administration, no matter what it was, any President or
any Secretary of State, ever to surrender any part of (the) rights which the

United States had acquired under the Treaty of 1903, " (Ho. Doc. No. 474,
89th Congress, p.l154),

T} e SR S i o £ 4y

We recognize that a certain amount of social unrest is generated by the con-
trast in living standards between Zounians and Pana:: inians living nearby,
Bilateral programs are recommended to upgrade Panamanian boundary
areas, Car .” modernization, once U, S. sovereignty is guaranteed, might

benefit the eutire Panar anian economy, and especially those areas near
the U. S. Zone.

The Panama Canal represents a vital portion of our U.S. mnaval and maritime
assets, all of which are absolutely essential for free world security. It is
our considered individual and combined judgment that you should instruct our
negotiators to retain full sovereign control for the United States over both

the Panama Canal and its protective frame, the U, S, Canal Zone as provided
in the existing treaty,

Very respectfully, :

fGtr /o /2 Al Bk |
ROBERT B. CARNEY 7 ARLEIGH A, - E
— //Bm |
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i o i
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GEORGE ANDERSON , " THOMAS H, MOORER
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1. This plan provides for completing the major modernization of the Panama Canal
authorized in 1939 and suspended in 1942 under the Terminal Lake ~ Third Locks
Plan, which was developed in the Panazma Canal organization as the result of
experiznce in World Wazr II and won approval by the President as a post-war
project.

2. Briefly stated, this plan calls for the consolidation of all Pacific Locks
in three lifts near Agua Dulce to match the layout and capacity of the Atlantic
Locks, creation of a su=mit level terminal lake at the Pacific end of the Canal,
and raising the meximum summit level from 87 feet to its optimum height.

3. One set of the new Pacific Locks would be the same size as the new set at
Gatun. (1200' x 140' x 45' deep-—present locks are 1000' x 110' x 40")

4. More than $76,000,000 was expended on the Third Locks Project, including huge
lock site excavations at Gacun and Miraflores and other works, most of which are
useful. In addition, some 595,000,000 was expended on enlargement of Gaillard
Cut completed on August 15, 1970, making a total of more than 5171,000,000
already expended toward the Capal's major modernization.

5. 1In addition, the Terminal Lake Plan enables the maximum utilization of all
work so far accomplished and can be constructed under existing treaty provisions,

a paramount consideration.

6. Informal estimates for the Terminal Lake Plan are:

Cost $1.5 billion
Preparation 2 years
Construction 5 years (1200 working days)

7. The plan preserves the fresh water barrier between the oceans, protects marine

life in the two oceans, has the support of major environmental groups, and safe-
guards the economy of Panama.

8. The Sea Level proposal, initially estimated in 1970 at $2.88 billiom, would
require a new treaty with Panama, involving a huge indemnity and the cost of a
right of way, both of which would have to be added to initial estimate, probably
totalling $6 billion to $10 billion and requiring 14 years to construct.

9. The sea level proposal by requirin: construction of a salt water channel
between the ocean would enable the mig.ition of alien predators and destructive
species between the oceans, is ecologically dangerous, is strongly opposed by
most biologicz! groups at home and abroad, and would dislocate the economy of
Panama.

10. When the canal problem is evalu :d from all its angles, the Terminal Lake
proposal offers the best, the most economical and sensible solution.
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1. The outlook in the Senate for any Panama Treaty that abrogates U.S. sovereignty
rights in the Canal Zone is poor. Not only are the votes lacking, but also the
Senate calendar is too crowded to permit a measure so controversial to receive
proper hearings and debate in the short confines of the September session.

2, The outlook in the House is equally bleak, even though a simple majority is
all that is necessary. The House has, on numerous occasions, nvoduced majorities
opposed to the surrender of sovereignty. Article IV, Paragra, 3 of the Constitu-
tion gives "Congress'--i.e., both Houses--authority to dispose of U.S. territory

and property. Sovereignty is a property right. Note: The House must vote before
a treaty is ratified.

3. The most recent poll by Opinion Research, Inc., Princeton, N.J., shows 78%
of the American people opposed to the surrender of ownership and control of the
Panama Canal. This is the third year the question has been asked and shows a
continuously rising sentiment (66Z in 1975).

4. Torrijos has not been making the approval of a treaty any easier. His close
relationship with Fidel Castxa, and especially with Qaddafi of Libya--bankroller
and protector of the anti-Zionist terrorists——will produce acrimonious debates
that will divide the nation.

5. The negotiation of the treaty by Sol Linowitz, an international banker with
emotional commitments to the Latin American Marxists--such as the late Salvador
Allende~~will mzke the product of the negotlatloﬁgnsuspect, as not objectively
protecting traditional United States interests and goals.

6. The exorbitant monetary demands of the Panamanians will make it even more
difficult to sell the treaty to Americans, even if concessions are made, in our
present state of fiscal crisis.

7. The solution is a basic compromise on the fundamental terms of the treaty:
If the U.S. retains its sovereign rights, th-n we will make a binding commitment
to initiate a major modernization of the Panama Cana’® according to the so-c+s !ad
"Terminal. Lake=Third Locks Plan." (see attached mem:  This would cost abou:
$1.5 billion (as opposed to $6~10 billion for a sea-level canal). If the plan
were properly implemented it would:
a) provide for maximum Panamanian participation in the Plan
b) upgrade technical skills and experience throughout all levels of
Panamanian society
c) reconstitute social and urban planning and development in Panana
d) create the economic and social infrastructure that would allow Panama
to continue development after construction of TLTL.
e) become a real partnership into which Panamanians could divert nationalist
energy and pride.

If the President proposes this plan, the U.S. will retain sovereignty, Torrijos
and the Panamanian people will receive real economic and social benefits, and t -»
President will have a proposal that will sail through Congress with the full
support and cooperation of conservatives and liberals alike.

For the President, the impasse over the Canal will be broken with a constructiv..
compromise proposal.

-
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PANAMA CANAL NEGOTIATIONS E
There are three fundamental questions involved in the Panama Canal negotiatio’

1. Justice: Do we hold the Canal Zone by righf:? The answer is yes.

2. Practicality: Will a treaty abrogating sovereignty enable us to maintain
the neutrality of the Canal for all nations? The answer is no,

P U N o RO S AR, T

3. Policy: Is it gocd policy to stay in the Isthmus in the face of Panamanian
discontent and agitation? The answer is that it is the only viable choice s
we have and one that can form the basis for a fruitful, creative relation-
ship with the whole of Latin Ameri ca.

* % %

1. The question of justice.

a) We hold our sovereign rights in the Canal Zone by both grant and
purchzse; we hold deed and title to property purchased from private
owners. '

b) The original bargain with Panama was a just bargain which guaran-
teed Panama's independence zn " economic self-sufficiency.

c) Contrary to the myth of guilt, we did not obtain our rights by shamefu
maneuvers.

d) We have practiced strict neutrality towards Panama's affairs.

e) Our benefits towards Panama have constantly increased both

in our treatment of Panamanian employees, indirect benefits to the
Panamanian economy, and direct military and econornic assistance.

f) We have constantly adjusted differences in our relations amicably
and generously in subs ' uent treaties, always retaining our own
sovereign rizhts and reu.pecting the sovereign rights of ™anama.

g) We have fulfilled our international treaty obligations well, and
have operated the Canal for the benefit of all nations.

2. The question of : acticality: alternative scenarios.

Scenario It If a treaty is denied

a) riots

b) strikes

c) sabotage

d) closure or f=~"lure of Canal operations
e) economic ¢ 1pse in Panama

f) radicalizatic.. of Panamanian politics
g) exit of U.S.
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Scenario I: If a treaty abrogating sovereignty is signed and ratified

a)
b)
c)
d)
e)

payrolls, and revenues

A

for control of Canal

g)
h)

i)

i}
by
k)
1)
m)

The question of policy: a constructive alternative

NEGOTIATIONS -- Page 2

B ot
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atternpts by Panama to assert its sox;ereignty and independence
magnification of operating frictions and disagreements
harassment of U.S employees

exit of most U.S. ernployees, ending practical control by U. S.
rivalry of Panamanian politicians to control Canal operations,

radicalization of Panamanlan politics to seek popular support

demands for speed-up of timetable for U.S withdrawal

increasing influence of socialist bloc "technicians and advisors' to
replace vanishing U.5. person nel

coups by local colonels seeking to reform corruption and to establisk
their own Swiss hank accounts

e pamg s e s s AR B

rise of terrorist guerrilla '"liberation'' movernent, eventually suppor{
Cuban troops.

coup by Marxist guerilla leader

Treaty of Friéndship and Cooperation Wlth the Soviet Union
Soviet naval bases in Colon and Balboa, on Atlantic and Pacific

a)

b)

c)

d)

e)

BRI %. B R TR S R IR S R T A PRI R

Retain U.S. sovereignty in the Canal Zone
Demonstrate firm leadership to Panama and Latin America by
retaining our presence and si :ility in the Isthmus i
Proffer the hand of friendship to Panama by making firm co. - mitmer
(which we always eluded in the past) to
--major modernization of the Canal, structured to spread social andj
economic benefits throughout all Panamanian social classes §
--assistance in broad development even after modernization is comp’
--re-establishment of prudent democratic institutions in Panama .'
Place Panamaz in the framework of free enterprise and progress by
setting up an anti-Marxist entente in th- Western Hemisphere
Give economic and moral support to t¢ :e governments of Latin
American which have thrown off Marxisin and are seeking to elimina
the terrorism which destroys the human rights of their citizens.




MEMORANDUM

MEMORANDUM FOR:

FROM:

SUBJECT:

3090

THE WHITE HOUSE

WASHINGTON

June 2, 1977

HAMILTON JORDAN
RICK INDERFUé(

National Committee for a Canal Treaty

Attached is a series of correspondence between Congressman Solarz and

Dr. Brzezinski. As you will see in the correspondence, Solarz has
suggested that a National Committee be established for the purpose of

seeing the new Panama Canal Treaty through the Senate. As you will also
see, Dr, Brzezinski has encouraged this idea. Copies of the correspondence
have been sent to the negotiators -- Bunker and Linowitz -- and Zbig intends
to raise this matter with Secretaries Brown and Vance at the earliest

opportunity.

The Committee has yet to
prevails about the signing

get off the ground. Given the optimism that now
of a treaty in the near future, I think it would be

a good idea if you, Zbig, and Frank Moore (possibly others) get together

to discuss this as soon as

i »_ cc: Landon Butler

- CONFIDENTIAL

9«%«9 l\u’l?a

possible,

"DETERMINED TO BE AN ADRINISTRATIVE MARKHNR
CANCELLED PER E.0. 12356, SEC. 1.3 AND
ARCHIVIST'S MEMO OF MARCH 16, 1983~
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MEMO 3090
THE WHITE HOUSE
WASHINGTON

N 3 June 2, 1977
MEMORANDUM FOR: HAMILTON JORDAN
FROM: . RICK INDERFURTH
SUBJECT: National Committee for a Canal Treaty

Attached is a series of correspondence between Congressman Solarz and

Dr. Brzezinski. As you will see in the correspondence, Solaxrz has
suggested that a National Committee be established for the purpose of

seeing the new Panama Canal Treaty through the Senate. As you will also
see, Dr, Brzezinski has encouraged this idea, Copies of the correspondence
have been sent to the negotiators -- Bunker and Linowitz -- and Zbig intends

to raise this matter with Secretaries Brown and Vance at the earliest
opportunity.

The Committee has yet to get off the ground. Given the optimism that now
prevails about the signing of a treaty in the near future, I think it would be

a good idea if you, Zbig, and Frank Moore (possibly others) get tonfether
to discuss this as soon as possible,

'/cc: Landon Butler

“DETERMINED TO BE AN ADBIINISTRATIVE MARKING
CANCELLED PER £.0. 12358, SEC. 1.3 AND
ARCHIVIST'S MEMO OF MARCH 16, 1938
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CIVIL SERY'CE 1623 KinGa Hicwte a7

WASHINGTON arFics: House of Representatives o Bewmnesyew o
MICHATL L SWAN o {
A TTRATR AT Tdashington, D.E. 203515 Al ;

) LomGage Houss Crmoe BunDinG
W AS-nGTo=, D.C. 22013
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{212) 555-513
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March 30, 1977

.
R e te, TYRTE R PRLE. S IR TR

"The Honorable Zbigniew Brzezinski
The White House™ -/ .° , N :
Washington, D.C. - o ; i
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ve -
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pot ey .

Dear %Zbig:

e e
oo iy

I recently returned, as I told you last week, from a’
trip to Panama with seven other Membzrs of the House.

——ap g

As we left, after two days of intensive discussions with i
our own people and Panamanian officials alike, I conducted a %
private poll to determine how the members would vote if a B §5
ﬂ:W*tféH”Y”prov1dlng for Panamanian sovereignty over the Canal 3
by the year 2000 were brought up for c0n51deratlon in the
relatlvely near future.

The rxesults were two in favor, five againgt, and one
abstpntlon. TIn view of “the” fact that the members of the

R Ve

1nsurrectlon or external attack, as well as the extent to

which our refusal to turn the Canal over to the Panamanians by the
end of the century would create an explosive political

situation in Panama —-- thereby endan'nring our capacity to ;
-keep the Canal open for American shlnplng in the first place -- ’ ]
it 1lluerates the seriousness of the problen those of us . *

comnitted To & new treapy will have_in convincing the-Congress
g, ot s« m M . by
Vg_ap rove it. ) ‘ . i

The one encouraging aspect of the poll was that the » T N
abstention, as well as two of the five negatives, were privately
convinced of the need for a new treaty but were unwilling, given
the widespread opposition to one in their districts, to pay the ¢
pO1lLLC§l¢E££pe which support fox a new treaty would e entaxl.

-—
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I mention all this only because I think it dramatically

‘emphasizes the nead for a much more effective effort to educs
the RAmerican DS0DLle ao0Uo  CHE™ rEXTTETES OF the. situation and
how our nationzl interest will best be served by an adjustment
of our relationship with Panama, rather than by a perpetuation
of the status guo.. Right now, the antis have the field to
themselves. Conc:9551owal mail is rugwgngwnx»xjhelmlngly
against a new frezty. And it tﬁ”"trend“ggp t_reversed. soon,
i oOm OUF -BfrOorcts to S&ciure the support of Congress for
a new arrangemsitrwitirrespect to the Canal. Frankly, to wait :
until a new treaty is negotiated before launching a concerted L
campalgn on its behalf, may result in a 31tuaulon where the
fight is lost before it beglns

ve.
L~ g——

Mehi g3

o oaces s
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It seems to me that it would, therefore, mgkgwgkgggg deal :
of sense if the-Whike-Hause, gpletly used its influence %o oxrganize
a prestigious national committee fOF a new tregty;~which couTd bas
cHaiTed By one or Lwo peoplE with—-impressive-national security
credentials, who would immediately undertake the task of
legitimizing the kind of arrangements which we will have to

make if, in fact, there is to be a new treaty.

e

[&

T A L VT

I've only sketched the barest outllnes of such a proposal x
but I would, if you thought it useful, be more than happy to ,
talk with you further concerning what needs to be done both in "
the Congress and the country to creatthe kind of climate which
will politically facilitate the approval of a new treaty.

Keep up the good work.

Coxdially,

A N T
e ) R

J. SOLARZ
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THE WHITE HOUSE 0(,.//, . 5 A ‘,N

WASHINGTON /

April 22, 1977

Dezx Stephen:

Thank you for your letter of March 30, 1977. Other
than the fact I have been very busy, the reasonl
have not responded sooner is that I have been
seriously thinking about your idea of setting up

a prestgious National Committee to begin building

. public support for a new treaty. I thinkitisa

good idea, and the main queshonl have 1 is one
of t1r11n0‘ :

s

I Would therefore appi-eciate your sketching out your )

proposal in more detail and include a comment as to
the best timing for setting up such a group.

Thanks for shanncr your thoucrhtq as well as the
resulis of your private poll.

Sincerely,

Uy

Zbigniew Brzezinski

. The Honorable

Stephen J{*Solarz
U.S. House of Representatives
Washington, D. C. 20515
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st ormice 2o Congress of the Enited States - s
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{22) 223-2231

May 13, 1977

The Honorable Zbigniew Brzezinski
The White House .
Washington, D.C--x?OSOO

T RV T PR IR N TSI R PR FIP R
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Dear Zbig:

Thank you for your letter concernlng my idea for a Natlonal :
Committee for a new treaty with Panama. . '

e wr Bl

My own very strong feeling is that the sooner you can get
such an effort going the better. There's an enormous educational
job to be done and the longer it takes to get it underwvay, the
Tesser the chances will be for getTing the treaty approved if b

and when it's ever submitted to the Congress. : . ;

SYREACE Y

I should think the best person to head the Commitlee would o
bhe someone with impeccable national security credentials whose 3
support for a new treaty would be interpreted as a symbolic : :
manifestation of the fact that our ultimate surrender of
Ysovereignty" over the Canal need not necessarily impair our
ability to protect our most vital national interests.

SJS:cid
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THE WHITE HOUSE
WASHINGTON
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Deax Stephen:

H
5
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3
S
]
]
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a
Ed
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Thank you for y'c;u_:r‘ letter of May 13. Since then, negotiétions
have been moving quite quickly, and the chances that we will
have a Canal Treaty worthy of an educational effort on the
scale you envisage have improved markedly.

-

Your idea that the chairman of such committee should be a ' ; L
person of impeccable national security credentials is a good ) : {
one.

Please keep me up—to-date on the Congressional sentiment
on this issue.

. o 28

iimean

Sincerely, _ : o

U

Zbigniew Brzezine i

P R AS e M)

e e - w———
Poatrertes

The Honorable

Stephen J. Solarz

House of Representatives
Washington, D. C. 20515
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July 20, 1977

To Senator Harry Byrd

Thank you for your letter of June 15. I agree that the
Panama Canal retains strategic and commercial importance
for the United States. I also clearly understand the
concern that you and your colleagues have expressed about
negotiations on a new Panama Canal treaty, and I respect
the military judgments of the four former Chiefs of Naval
Operations. My goals are the same ~- to preserve un-
fettered access to the canal for our naval and merchant
fleets. But I believe that the prospects for attaining
those objectives are poor if we simply insist on maintaining
the status quo.

We are negotiating because we want to protect our basic
national interest in Panama -- a canal that is open,
efficient, secure and neutral.

I intend that the new treaty will specify that the
United States will operate, maintain and defend the
Panama Canal for an ‘extended but finite period of time.
After the treaty's termination, the United States and
Panama will ensure that the canal remains open to the
ships of all nations on a non-discriminatory basis.
These provisions will be just as binding as are those
of the treaty presently in force between the

United States and Panama.

Hd oloria

%Wd?tl’?&ﬂyzé///ﬂ?'z/ Slncerely, y

4’% &Mm/ ﬂ% J X @@7

The Honorable Harry F. Byrd, Jr.
United States Senate
Washington, D.C. 20510

New Lrealie sl omana Canal
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THE WHITE HOUSE

WASHINGTON
July 20, 1977

To Senator Strom Thurmond

Thank you for your letter of June 15. I agree that the
Panama Canal retains strategic and commercial importance
for the United States. I also clearly understand the
concern that you and your colleagues have expressed about
negotiations on a new Panama Canal treaty, and I respect
the military judgments of the four former Chiefs of Naval
Operations. My goals are the same -- to preserve un-
fettered access to the canal for our naval and merchant
fleets. But I believe that the prospects for attaining
those objectives are poor if we simply insist on maintaining
the status' quo.

We are negotiating because we want to protect our basic
national interest in Panama -- a canal that is open,
efficient, secure and neutral.

I intend that the new treaty will specify that the
United States will operate, maintain and defend the
Panama Canal for an -extended but finite period of time.
After the treaty's termination, the United States and
Panama will ensure that the canal remains open to the
ships of all nations on a non-discriminatory basis.
These provisions will be just as binding as are those
of the treaty presently in force between the

United States and Panama.

Sincerely,
/—————
Lt S
/OﬁVT:77
The Honorable Strom Thurmond

Onited States Senate
Washington, D.C. 20510

R
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THE WHITE HOUSE

WASHINGTON

July 20, 1977

To Senator Jesse Helms

Thank you for your letter of June 15. I agree that the
Panama Canal retains strategic and commercial importance
for the United States. I also clearly understand the
concern that you and your colleagues have expressed about
negotiations on a new Panama Canal treaty, and I respect
the military judgments of the four former Chiefs of Naval
Operations. = My goals are the same -- to preserve un-
.fettered access to the canal for our naval and merchant
-fleets. But I believe that the prospects for attaining

those objectives are poor if we simply insist on maintaining

the status quo.

We are negotiating because we want to protect our basic
national interest in Panama -- a canal that is open,
efficient, secure and neutral.

I intend that the new treaty will specify that the
United States will operate, maintain and defend the
Panama Tanal for an extended but finite period. of time.
After the treaty's termination, the United States and
Panama will ensure that the canal remains open to the
ships of all nations on a non-discriminatory basis.
These provisions will be Fjust as binding as are those
of the treaty presently in force between the

United States and Panama.

Sincerely,

/—_—
* &,;.\___,
"%7
The Honorable Jesse Helms

United States Senate
Washington, D.C. 20510
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THE WHITE HOUSE
WASHINGTON
July 20, 1977

To Senator John McClellan

Thank you for your letter of June 15. I agree that the
Panama Canal retains strategic and commercial importance
for the United States. I also clearly understand the
concern that you and your colleagues have expressed about
negotiations on a new Panama Canal treaty, and I respect
the military judgments of the four former Chiefs of Naval
Operations. My goals are the same -- to preserve un-
fettered access to the canal for our naval and merchant
.fleets. But I believe that the prospects for attaining
those objectives are poor if we simply insist on maintaining
the status quo.

We are negotiating because we want to protect our basic
national interest in Panama -- a canal that is open,
efficient, secure and neutral.

I intend that the new treaty will specify that the
United States will operate, maintain and defend the
Panama Canal for an extended but finite period of time.
After the treaty's termination, the United States and
Panama will ensure that the canal remains open to the
ships of all nations on a non-discriminatory basis.
These provisions will be just as binding as are those
of the treaty presently in force between the

United States and Panama.-

Sincerely,

The Honorable John L. McClellan
United States Senate
Washington, D.C. 20510

Yo
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MEMORANDUM

THE WHITE HOUSE 4314

WASHINGTON
ACTION July 20, 1977 §
7

MEMORANDUM FOR: THE PRESIDENT
FROM: ZBIGNIEW BRZEZINSKI /gs ?
SUBJECT: ‘ | Reply to Letter from Four Senators

on the Panama Canal Treaty

Attached at Tab A are identical letters to Senators McClellan, Thurmond,
Helms and Byrd, replying to a letter signed by them on the Panama Canal
treaty (Tab B). In addition, State is preparing a more detailed and
specific set of counterarguments to specific points raised in the letter to
you. State believes, and Hamilton Jordan and I concur, that it would not
be in your interest to send such a detailed response, though we think

that it will be very useful for our overall efforts with Congress and the
public.

As you will note, the letter from the four senators is dated June 15, It
was delivered to you by Senator Helms on June 30, We received a copy

of the letter, with your handwritten note, on July 1. We asked State for a
proposed response on July 5. That response was received on July 8 and
was sent to Jim Fallows for editing on July 11, On July 12, Jim forwarded
the letter to my staff and it was sent to me. I returned it for revision on

July 15, The final version, coordinated with Hamilton Jordan, was
returned to my office on July 18,

RECOMMENDA TION
That you _sign the letters attached at Tab A. Hamilton Jordan concurs.

APPROVE DISAPPROVE

FOUR SIGNATURES REQUESTED

U




Levden Butt,

MEMORANDTH Jun= 17, 1977

TO: Josaph Aragon
Special Assistant to the Prosident
Th~ ‘White Iouse

THRU: Hodding Carter, IXT
Assistant Secretary for Public ARifairs
Department nf State

FROM: Jill A. Schuker
Sprcial Assistant to Hodding Carter, IIX

SUBJECT: Working Paper on Panama/Public and Prass Cutroach
Strategy

The goal of any successful outreach strategy for Panama is to
facilitate both Senate passage of the Treaty and the attendant
congrassional votes necessary to make the Treaty viabla.
Given thiz fact, congoressional and public outreach strategies
rmust be consistent. Also, thaey must reflect the political
reality that public mood and volubility on issuas have

a direct =ffect on votes in Congress. Wa need to pronerly
prepare the public for a changed policy relationship toward
the Canal and at the same time have the public feel activaly
involved in the policy process. This reguires an organized
and thoughtful outreach approach.

Public Parcantion

The general public parcention on Panama is that we are

giving away the Canal--giving up what is “rightfully ours”.
This concern results primarily from misperceptions and

concern over defanse and security. Specific lahor groups

are concerned over joba and commensation. Thes most recent
rolls we have seen reflect evidence that the provalling opnosi-
tion to a new Panama Canal Treaty is suacentible to change.
Comparisons between two Roper polls (June 1976 and January
1977} show that in the later poll there was an incr~ase in
rublic prafarence for tha status quo in thz2 absance of countar-
vailing arguments. RNoper's mora recent poll also indicates

tha relative versuasiveness of argquments for and against

a new Treaty. In January, armong those psople shown sets

of arguments opposing and favorlng revision of th~ Treaty,

473 opposed revision and 33% supported a change; of those

4 ~ApL ¢ o-) |
NARS. DATE
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not shown arqguments, 53% onposed revision and 24% supported
it. When Roper did the same split-sample polling in June,
opposition to a modified Treaty on the part of those who
did not see the arguments was 46%. Nmong those who did see
tha arquments in June, opposition was 44%--only a 3% change
betwaen June and January which is not statistically
significant.

In January 1977, arguments for Treaty revision most often
considered the most effective by those supporting modifica-
tion were: it's ths fair thing to do; it gives the Panamanians
reasons to protect and maintain the Canal; it improves rela-
tions with Latin America. In Januwary 1977, the reasons
selectad were: 1it's ours because we hought it; the Treaty

was supposed to last forevor; Panama might some day deny the
U.S. access; an outside invader might take over the Canal.

Juxtaposed with the Roper poll, an interesting recent Foreign
Policy Association ballot among its members (obviously an
aware "constituent” group) shows that a majority favor re-
turning the Tanal to Panama after a fixed period so long as
the U.S. continues to play a role in the Canal's defonze.
Approximately one-third of the respondents on this issue
acknowledged changing thelr minds after reading background
material on Panama provided by the TPA (this again is con-
sistent with the Roper poll concluazion that the existence of
countervalling arguments have an effect on the outcome of
the vote).

Thase results all indicate the need to gcot responsible in-
formation to the public in a timely fashion. Given the
rossibility of a concaptual agreement soon, wz must novae
guickly with education of the public.

ate : /‘P\lb&.w @NJ 7"@5 MQMVFE‘:Q&/}_
PHASE I: Now Until the Conceptual Agremement

The interplay of timing and tactics is critical as we pre-
pare Congress and the public for the changes in the Canal
relationship between the U.5. and Panama. Alresady substan-
tial attention has been given the Congress with briafings of
key Committee members and leaders. Thig aame attontion has
not yet besen focused on the public and the press. Some
specific suggestions along thesa lines are:

A. PUBLIC

1.  Szpeaking Onportunities: Ambassadors Linowitz and Bunker
to the extent possible during the neqgotiations need to gat

~CONPERRNTIAL
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out and speak. Ambassador Linowitz was extremely effectiva
in talking about the Canal and ongoing negotiations at the
State Department Confarznce In May for non-governmental
organizations (labor, business, =thnics, foreign policy
groups, etec.).

The kinds of speaking opportunities to be pursued are those
where lines of communication to Members of Congress can be
stimulated positively, where ca2nters of opposition can be
temporized, where tha heavy flow of organized nsgative mail
can be counteracted, and where elovating the understanding
of the is3ue can lead to a more positive disposition toward
the Treaty. This can then be translated to the public at
large. State and local leadership must be briefed as welly
opropriate confersnce opportunities are available now for
this, aad-TF oo dtamouss—these-specific—fora-with-you).

Some possible speaking opportunities:

>~ 1. M“aritime Unions, Shipping Associations, american
Fxport Council, National Forsign Trade Council,
Port Authority Groups

2. Council of the Americas, U.S. Chamber of Commerce
in Tatin America; U.S, Chamber of Commerce

3. FHispanic Eesx €revps, LULAL, aPA, (1 Form, Li Baz n Coumg) \
PMALDET / )

4. PReliglous Organizations: U.,S. Catholic Conference,
Washington 0ffics on Latin merica, B'nai B'rith,
Jowish alfare Tund

5. American 7ssoclation of University Professors,
American \ssoclation of University ¥Women, Latin
2morican Studies Rassoclation

6. GCeneral Federations of Women's Clubs, League of
Women Votars, etc.

7. DIMmvets, Jawish War Vets, G.I, Forum, etc.

Where voszible during this pre-conceptual agreemznt phase,
general positive talking points on Panama should he inserted
into tha spsaches of key governmaent offlcials whon relevant.
A list of appropriate government officilals who will be
speaking during the next few months should be put together.
State Dopartment officials scheduled to speak have been/will
he given a list of generalizad talking points. F-widd—for-
_vard.these—to=you=for o e a8 311 .
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Defense Dapartment officials also play a particularly key

" rolea in any strateqy since one of the primary concerns is
with the security and dafense (neutrality) of the Canal.

Any public strategy must have visible (preferably for some of
the more conservative groups), uniformed, military spokesmen
in favor of the Treaty. In addition, the Commerce and Labor
. Dapartments can play an important role in targeting business
and labor groups/leaders.

2. Geograrhy: Target states which havz bean identified as
key arzas of oovosition (particularly as they relate to
influential Sanators and their positions on relevant Cormittees
and in leadership) are:

Arkansas Utah

Alabama North Carolina

Florida Missisaippi

Georgia \;ennessee

Rentucky exas

Louisiana : W2st Virginia

Kansas Oklahoma

New Mexico Nabraska

LKiizora . Colorado

Wyoning ew Rampshire

Vevada Virginia

Californrnia

. {(¥YI, Governor “eldrin Thomson (R-YH) just vislted Panama

fﬁ%ras&ggéigttho Conservative Caucus and waz as usual vocal
and vitu ive in his ecomments against the Treaty (There

is no way” the Treaty will pasg, -ete.). His comments received
heavy play in the semi~independent La Tstrella and Star and
Herald, and thzy were virt&giT?“iqnored in Covernmment-controlled
papers. All la Estreslla stories were Patama AP datelines done
by a stringer.)

3. Citizans' Committee: Immedlate consideration should

be glven to the formation of a prominent “spontanecus” citizens'
committee with some strong conservative/modesrate names (we

have some specific idesas on this which I can discuss with

you). While it will not be possible to countaract in numbers
an organlzed anti-Panama mall campaign, if organized soon
enough, it might be vpossible to cut off zcme of the opposi-
tion before it begins. Again, it is most important to stay

on the positive offensive.

B. MEDIA

The role of the m2dia will be key in educating and gaining
public support f£or the Panama Treaty. "mbassador Linowitz
can bhe used particularly effactively with medla groups. nll

! Lo e cae ey H
&
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officials when speaking around the country should be
scheduled for media appearances. Regional or local media
seminars and briefings and seminars with editorial writers
and foreign affairs editors and writers should be worked
into schadulesa. Cartainly all available media conference
opportunities should be pursued in or out of Washington
(it oonsEEd this-with-Valt-Warfel).

Leaks could be a particularly critical problem in Phase I.
Walter Cronkite had a story on Panama a couple of weeks ago.
An AP story carried on the front page of the Washington Post
on June 2 was for the most par+-—but not entirely--accurate.
Stories such as the Jack Anderson piece on June 16 regarding
the Tibya-Panama agreement can be very detrimental to any
positive public view on Panama and could erode presant
support, tatked—to-Fom-Aragon-and-Walt Waurfel about.the
And»xson pilece, - -and both the Department - -of State and the
White-Hounsa-had information. .to.answer any-questions which
may have arigsen-on-the satorv):

Because of the danger of inaccuracies and because of the
delicacy of the negotiations with Panama and the attendant
official sensitivities, we must he able to respond to leaks
as best we can 1f and when thay appear.

The role of the media becomes evan more important after tha
conceptual agreement is signed (Phase IXI) and a suggested
strateqy follows. hase II is the period of time when actual
discusaion of the anticipated Treaty provisions will take
place, when active congressional consideration begins, and
eventually culminates in the Treaty vote by the Senate. 1In
the optimum, it is anticipated that Phase I will end within
the month, and that Phase II will ba complated by the early
fall.

PHASE II--This is a suggested media and public strategy be-
ginning immediately after conceptual agreement. Close
coopaeration among the White Youse, the Dapartment of State,
and the Department of Defense will be particularly crucial
at this point.

FIRST DAY

Bunker and Linowltz Announce Treaty Aqgreement ﬁnﬂmi4ﬁﬁ LZrFVogw\n¢mu\
/s

Bunker and Linowitz announca Treaty agreement to the State
Dzpartment press corps. This release will correspond with
the Panamanian government announcement of the agreement.

Ideally this will occur on a Monday or Tuesday and not on a
waekend.

™ TANTITY
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The ambagssadors will address questions from the press follow-
ing their statement delivered in the State Department Press
Confarence Room at the regular briefing time of 12:30 p.m.
Bearing in mind the one-hour time differenca, this should
work well with an announcement in Panama.

SECOND DAY

Statement by the President (pmbifkd$ %3’ Aﬁﬁﬁmm R €
\) -

President Carter to hold a special press conference (or per-
haps part of a regularly scheduled press conference, depending
on timing) at the White House to make a personal statement on
the Treaty agreement, Question and answer period to follow
the statement.

Morning tews Show

The day after the announcement by the President, Bunker and
Linowitz should appear on a major morning news show. CBS ig
suggested for its format and because the Ambassadors are
already committed to appear on N¥BC's Meet the Press on

June 26. The viewlng audience for CBS and NBC are similar
in numbers and make-up. If CBS is selected for the first
day, appearances on BRBC and NBC might he schaduled for the
following week.

Wationwide Direct-Line Interviews--Television

Tha Department of State will arrange for both Bunker and
Linowitz to do direct-line interviews. This would be a two-
hour session in the State Department studio wherzs revorters
from around the country (from as many of the major media
markets as possible) would be scheduled to call in and ask
questions. Each reporter is allotted ten minutes. This
would provide optimum and accurate coverage.

There are a few Spanish networks around the country, and it
is suggested that if possible some of the interviews be done
in Spanish.

Mationwide Birect-Line Interviews--nadio

Direct-line interviews with major-market radio stations will
ba provided as well. These interviews mlght be given by
either Bunker or Linowitz or someone else from the negotiat-
ing team.


http:intervie'l.vs
http:tirrd.ng
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Individual Intervisws with Network Correspondents

Network correspondents will probably seek individual inter-
views with Bunker and Linowitz. It would be appropriate to
encourage this and set aside some time for this purpose.
THIRD DAY

Defensa Department Press Briefilng

Joint Chiefs of Staff should be scheduled +o brief the
Dafense Dapartment press corps with General Dolvin present.

The week after the announcement the following areas will
need attention:

Television:

News Programs——In addition to the joint Bunker/Lincowitz appear-
ances on Meet the Press June 26, and the morning network news
programs, arrangements should be made with cNeil/Lehrar
Raport, Agronsky-at-Large, Face the Nation, Issues and Answers,
and 60 Minutes.

Documentary Featureg--Arrangements might also be made with
producers at the major networks and PBS to inspire the devel-
opment of special reports on Panama. These might most
benaficially surface in July and August.

Print--White House and Department of State madia conferances
in June and July should have the participation of the
Ambassadoxs.

Special Features/Cover Stories--Op. ed. piesces should be
organized. 2lso, Linowitz and Bunker should be available to
reporters who are interested in on~-the-record interviews for
gspecial features or cover stories. 1In addition to Tima,
Newsweek, U.S. Nows and World Raport, an interview with
Parada or another mass magazine is recommendad,

If usaeful, we might arrangs a meeting here or in Mew York
with executives from Tine, Vewsweesk, U.S. News and World

Report, vice presidents of news and documentary features

from CBS, NBC, and PBS, etc.

Meeting with Columnists—--Special attention should be given
to foreign affairs columnists such as G20rgia Anne Geyer,
Joe Xraft, James Peston, eato.

Bunker and Linowitz might brief a Godfrey Sverling breakfast
and/or a Foreign Policy Magazine bramakfast and/ox set-up

—CONPIDENRIAL
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luncheons/briafings with some of these foreign affairs
coluwmnists and reporters.

Public Affairs Swpeaking Fngagements.

The importancs of reaching influential, geographlcally, and
substantially relevant grassroots audlences cannot be stress-
ad enough. ''edia axposure and meetings with local leadership
would supplement these engagements. In addition, the idea
of a press conference whera local media would have an oppor-
tunity to guestion the speaker before an audiencz is highly
recommended, b»oth in terms of clarification and exposure,

Defense Deparﬁment-~?ublic Affairs

The Defensa Department is a critical playsr in any public
strategy regarding Panama. Defense officials will be of
great importance to sensitizing the publiec on the new agrse-
ment and Treaty.

Cleared in Draft:

8/AB:R3arkly

S/MB Alloas
PA:IJSchulker:mdr 6/17/77 ARMN/PRC :PInhnson
JCaplan-ARA/PPC




MEMORANDUM 4772

THE WHITE HOUSE

w _ GDS WASHINGTON

July 21, 1977

ACTION

MEMORANDUM FOR: THE PRESIDENT

FROM: ZBIGNIEW BRZEZINSKI 7§ )
SUBJECT: Whither a Panama Canal Treaty?

The Canal Treaty negotiations have reached an impasse, and unless
there is a breakthrough soon, we will not be able to complete a treaty
in time for Senate ratification by early 1978. If we permit the treaty
negotiations or ratification process to extend beyond March 1978, the
issue will get entangled in the campaign, and ratification might prove
impossible.

Our negotiators have proposed the following economic concessions,
which would be apart from a treaty:

1. The interest payments —— $18 million (which will serve as
security for a loan of $200 million.)

2. An Export-Import Bank pre-commitment to loan approximately
$100 million.

3. An OPIC loan guarantee of $20 million.

4. An AID package of $80 million over five years.

5. Increased taxes on U.S. employees.

This package has not been put forward as a formal proposal, but
the problem is that it still does not come anywhere near satisfying
the Panamanians, who have asked for $150 million annually and
$465 million in a lump-sum payment. While not enough for Panama,

this economic package may, I fear, already be much more than what
the Congress will accept.

~SEEREF - GDS
Va 4 .
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I recommend that a meeting of the National Security Council be con-
vened as soon as possible to consider the proposals on economic
concessions, to review the final negotiating instructions and provide
guidance to the Negotiators, and to decide on a final strategy for
completion of the treaty. If we have indeed reached an impasse, then
the options for trying to break it include:

® A phone call from you to Torrijos.

® A phone call from you to Presidents Oduber, Perez, and
Lopez Portillo (of Costa Rica, Venezuela and Mexico,
respectively).

e And/or a meeting between Ambassadors Linowitz and Bunker
and the Ambassadors from Costa Rica, Venezuela, Mexico, and
Colombia to convey the urgency of the negotiations and solicit
their help.

RECOMMENDATION

That a meeting of the National Security Council be called to consider
final negotiating instructions and strategies. Qv a TRC vadse Vanw

N.S. C., Approve Disapprove

T R.C e
Unda, Yo

Shononae . DS
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JAMES R. CALLOWAY June 15 s 1977 W
CHIEF COUNSEL ANO STAFF DIRICTOR

7 f/ 5
Tne President ’ y/ &!'5 /W' M’/
The White House 7
Washington D. C.
. A A W
Dear Mr. President: Y o | 7. C.
We are enclosing a most important letter from four former Chiefs of )

Naval Operations who give their combined judgement on the strategic
value of the Panama Canal to the United States.

TER PRESIDENT HAS SEEN,

S ok amd ok e

oo

We think you will agree that these four men are aino.ng the greatest
living naval strategists today, both in terms of experience and Judge-
ment. Their letter concludes:

"It is our considered individual and combined judgement that you should
instruct our negotiators to retain full sovereign control for the United.
States over both the Panama Canal and its protective frame, the U.S. Canal
Zone as provided in the existing treaty."

We concur in their judgement and trust you will find such action wholly
consistent with our national interest and will act accordingly.

Sincerely,
Jé Strom Thurmond USS John mUSS

e el flewg L w.,r—vﬁ

Harry F. Byrd, Jr, USS
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THE WHITE HOUSE
WASHINGTON /

July 1, 1977

Hamilton Jordan
Z. Brzezinski

Re: The Panama Canal

The attached was returned in the President's
outbox and is forwarded to you for your

information. .

Rick Hutcheson

cc: Frank Moore
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June 8, 1977

The President
The White House
Washington, D. C.

Dear Mr. President:

As former Chiefs of Naval Operations, fleet commanders and Naval Ad-
visers to previous Presidents, we believe we have an obligation to you
and the nation to offer our combined judgment on the strategic value of
the Panama Canal to the United States.

Contrary to what we read about the declining strategic and economic value
of the Canal, the truth is that this inter-oceanic waterway is as importaat,
if not more so, to the United States than ever. The Panama Canal enables
the United States to transfer its naval forces and commercial units from

ocean to ocean as the need arises. This capability is increasingly impor-
tant now in view of the reduced size of the U.S. Atlantic and Pacific fleets.

We recognize that the Navy's largest aircraft carriers and some of the
world's super-tankers are too wide to transit the Canal as it exists today.
The super-tankers represent but a small percentage of the world's commer-
cial fleets., From a strategic viewpoint, the Navy's largest carriers can be
wisely positioned as pressures and tensions build in any kind of a short -
range, limited situation. Meanwhile, the hundreds of combatants, from
submarines to cruisers, can be funneled through the transit as can the vital
fleet train needed to sustain the combatants. In the years ahead as carriers
become smaller or as the Canal is modernized, this problem will no longer
exist.

Our experience has been that as each crisis developed during our active ser-
vice~-World War II, Korea, Vietnam and the Cuban missile crisis~-the value
of the Canal was forcefully emphasized by emergency transits of our naval
units aad massive logistic support for the Armed Forces. The Canal pro-
vided operational flexibility and rapid mobility. In addition, there are the
psychological advantages of this power potential. As Commander-in-Chief,
you will find the ownership and sovereign control of the Canal indispensable
during periods of tension and conflict,

As long as most of the world's combatant and commercial tonnage can transit
through the Canal, it offers inestimable strategic advantages to the United
States, giving us maximum strength at minimum cost. Moreover, sovereign-
ty and jurisdiction over the Canal Zone and Canal offer the opportunity to use
the waterway or to deny its use to others in wartime., This authority was
especially helpful during World War II and also Vietnam. Under the control
of a potential adversary, the Panama Canal would become an immediate
crucial problem and prove a serious weakness in the over-all U, S, defense
capability, with enormous potential consequences for evil.



Mr. President, you have become our leader at a time when the adequacy

of our naval capabilities is being seriously challenged. The existing
maritime threat to us is compounded by the possibility that the Canal under
Panamanian sovereignty could be neutralized or lost, depending on that
government's relationship with other nations, We note that the present
Panamanian government has close ties with the present Cuban government
which in turn is closely tied to the Soviet Union. Loss of the Panama Canal,
which would be a serious set-back in war, would contribute to the encircle-
ment of the U.S. by hostile naval forces, and threaten our ability to survive.

For meeting the current situation, you have the well-known precedent of
former distinguished Secretary of State (later Chief Justice) Charles Evans
Hughes, who, when faced with a comparable situation in 1923, declared to
the Panamanian government that it was an "absolute futility! for it ''to ex-
pect an American administration, no matter what it was, any President or
any Secretary of State, ever to surrender any part of (the) rights which the
United States had acquired under the Treaty of 1903, " (Ho, Doc, No. 474,
89th Congress, p.154).

We recognize that a certain amount of social unrest is generated by the con-
trast in living standards between Zonians and Panamanians living nearby,
Bilateral programs are recommended to upgrade Panamanian boundary
areas. Canal modernization, once U.S. sovereignty is guaranteed, might
benefit the entire Panamanian economy, and especially those areas near

the U, S. Zone.

The Panama Canal represents a vital portion of our U. S, naval and maritime
assets, all of which are absolutely essential for free world security, It is
our considered individual and combined judgment that you should instruct our
negotiators to retain full sovereign control for the United States over both
the Panama Canal and its protective frame, the U.S. Canal Zone as provided
in the existing treaty.

/(?% /} ﬂ) Very respect;ﬂ?l;r,éqz

ROBERT B. CARNE ARLEIG/HA.,BM
~ Y Ve
d ., Sy g id 'BMA/ )

GEORGE ANDERSON , THOMAS H, MOORER



TERMINAL LAKE-THIRD LOCKS PLAN FOR PANAMA CANAL

1. This plan provides for completing the major modernization of the Panama Canal
authorized in 1939 and suspended in 1942 under the Terminal Lake - Third Locks
Plan, which was developed in the Panama Canal organization as the result of
experience in World War II and won approval by the President as a post-war
project.

2. Briefly stated, this plan calls for the consolidation of all Pacific Locks
in three lifts near Agua Dulce to match the layout and capacity of the Atlantic
Locks, creation of a summit level terminal lake at the Pacific end of the Canal,
and raising the maximum summit level from 87 feet to its optimum height.

3. One set of the new Pacific Locks would be the same size as the new set at
Gatun. (1200' x 140' x 45' deep-—present locks are 1000' x 110" x 40')

4. More than $76,000,000 was expended on the Third Locks Project, including huge
lock site excavations at Gatun and Miraflores and other works, most of which are
useful. In addition, some $95,000,000 was expended on enlargement of Gaillard
Cut completed on August 15, 1970, making a total of more than $171,000,000
already expended toward the Canal's major modernizatiom.

5. 1In addition, the Terminal Lake Plan enables the maximum utilization of all
work so far accomplished and can be constructed under existing treaty provisionms,

a paramount consideratiomn.

6. Informal estimates for the Terminal Lake Plan are:

Cost $1.5 billion
Preparation 2 years
Construction 5 years (1200 working days)

7. The plan preserves the fresh water barrier between the oceans, protects marine
life in the two oceans, has the support of major environmental groups, and safe-
guards the economy of Panama.

8. The Sea Level proposal, initially estimated in 1970 at $2.88 billion, would
require a new treaty with Panama, involving a huge indemnity and the cost of a
right of way, both of which would have to be added to initial estimate, probably
totalling $6 billion to $10 billion and requiring 14 years to construct.

9. The sea level proposal by requiring construction of a salt water channel
between the ocean would enable the migration of alien predators and destructive
species between the oceans, is ecologically dangerous, is strongly opposed by
most biological groups at home and abroad, and would dislocate the economy of
Panama.

10. When the canal problem is evaluated from all its angles, the Terminal Lake
proposal offers the best, the most economical and sensible solution.

AR 1 B em——— - ez B o S e e e




1. The outlook in the Senate for any Panama Treaty that abrogates U.S. sovereignty
rights in the Canal Zone is poor. Not only are the votes lacking, but also the
Senate calendar is too crowded to permit a measure so controversial to receive
proper hearings and debate in the short confines of the September session.

2. The outlook in the House is equally bleak, even though a simple majority is
all that is necessary. The House has, on numerous occasions, produced majorities
opposed to the surrender of sovereignty. Article IV, Paragraph 3 of the Constitu-
tion gives "'Congress''--i.e., both Houses—-authority to dispose of U.S. territory
and property. Sovereignty is a property right. Note: The House must vote before
a treaty is ratified.

3. The most recent poll by Opinion Research, Inc., Princeton, N.J., shows 78%
of the American people opposed to the surrender of ownership and control of the
Panama Canal. This is the third year the question has been asked and shows a
continuously rising sentiment (66% in 1975).

4. Torrijos has not been making the approval of a treaty any easier. His close
relationship with Fidel Casgra, and especially with Qaddafi of Libya--bankroller
and protector of the anti~Zionist terrorists——will produce acrimonious debates
that will divide the nation.

5. The negotiation of the treaty by Sol Linowitz, an international banker with
emotional commitments to the Latin American Marxists--such as the late Salvador
Allende--will make the product of the negofiations suspect, as not objectively

protecting traditional United States interests and goals.

6. The exorbitant monetary demands of the Panamanians will make it even more
difficult to sell the treaty to Americans, even if concessions are made, in our
present state of fiscal crisis.

7. The solution is a basic compromise on the fundamental terms of the treaty:
If the U.S. retains its sovereign rights, then we will make a binding commitment
to initiate a major modernization of the Panama Canal according to the so-called
"Terminal. Lake-Third Locks Plan." (sce attached memo) This would cost about
$1.5 billion (as opposed to $6-10 billion for a sea-level canal). If the plan
were properly implemented it would:
a) provide for maximum Panamanian participation in the Plan
b) upgrade technical skills and experience throughout all levels of
Panamanian society
c) reconstitute social and urban planning and development in Panama
d) create the economic and social infrastructure that would allow Panama
to continue development after construction of TLTL.
e) become a real partnership into which Panamanians could divert nationalist
energy and pride.

If the President proposes this plan, the U.S. will retain sovereignty, Torrijos
and the Panamanian people will receive real economic and social benefits, and the
President will have a proposal that will sail through Congress with the full
support and cooperation of conservatives and liberals alike.

For the President, the impasse over the Canal will be broken with a constructive
compromise proposal.
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PANAMA CANAL NEGOTIATIONS
There are three fundamental questions involved in the Fanama Canal negotiatio
1. Justice: Do we hold the Canal Zone by righf:? The answer is yes.

Z. Practicality: Will a treaty abrogating sovereignty enable us to maintain
the neutrality of the Canal for all nations? The answer is no.

3. DPolicy: Is it goad policy to stay in the Isthmus in the face of Panamanian
discontent and agitation? The answer is that it is the only viable choice
we have and one that can form the basis for a fruitful, creative relation-
ship with the whole of Latin Ameri ca.

% * X%

1. The question of justice.

a) We hold our sovereign rights in the Canal Zone by both grant and
purchase; we hold deed and title to property purchased from private
owners. ‘

b) The original bargain with Panama was a just bargain which guaran-
teed Panama's independence and economic self-sufficiency.

c) Contrary to the myth of guilt, we did not obtain our rights by shamefu
maneuvers,

d) We have practiced strict neutrality towards Panama's affairs.

e) Our benefits towards Panama have constantly increased both

in our treatment of Panamanian employees, indirect benefits to the
Panamanian economy, and direct military and economic-assistance.

f) We have constantly adjusted differences in our relations amicably
and generously in subsequent treaties, always retaining our own
sovereign rights and respecting the sovereign rights of Panama.

g) We have fulfilled our international treaty obligations well, and
have operated the Canal for the benefit of all nations.

2. The question of practicality: alternative scenarios.

Scenario I: If a treaty is denied

a) riots

b) strikes

c) sabotage

d) closure or failure of Canal operations
e) economic collapse in Panama

f) radicalization of Panamanian politics
g) exit of U.S.



NEGOTIATIONS -- Page 2

Scenario II: Ea._trea.fy abrogating sovereignty is signed and ratified

a) attermpts by Panama to assert its sox}ereignty and independence

b) mapgnification of operating frictions and disagreements

c) harassment of U.S employees

d) exit of most U.S. employees, ending practical control by U. S.

e) rivalry of Panamanian politicians to control Canal operations,

payrolls, and revenues

f) radicalization of Panaman1an politics to seek popular support

for control of Canal

g) demands for speed-up of timetable for U.S withdrawal

h) increasing influence of socialist bloc '‘technicians and advisors'' to
replace vanishing U.S. person nel

i) coups by local colonels seeking to reform corruption and to establisk
their own Swiss bank accounts )

j) rise of terrorist guerrilla "liberation'" movement, eventually suppor

by Cuban troops.

k) coup by Marxist guerilla leader

1) Treaty of Friéndship and Cooperation vn.th the Soviet Union

m) Soviet naval bases in Colon and Balboa, on Atlantic and Pacific

3. The question of policy: a constructive alternative

a) Retain U.S, sovereignty in the Canal Zone

b) Demonstrate firm leadership to Panama and Latin America by
retaining our presence and stability in the Isthmus

c) Proffer the hand of friendship to Panama by making firm commitmer
(which we always eluded in the past) to
--major mode rnization of the Canal, structured to spread social and

economic benefits throughout all Panamanian social classes

--asgsistance in broad development even after modernization is comp!
--re-establishment of prudent democratic institutions in Panama

d) Place Panama in the framework of free enterprise and progress by
setting up an anti-Marxist entente in the Western Hemisphere

e) Give economic and moral support to those governments of Latin
Amercan which have thrown off Marxism and are seeking to eliminai
the terrorism which destroys the human rights of their citizens.
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WASENINGTON

ACTION

g
MELIORANDJL! FOR: THI PRESTILNT
FROM: ZRIGHNITEW BIZALZINGKD
SUBJISCT: Panazma Caval Treaty —— Last Decisions

You will be i cor and Linowitz and

Panena's negoliaiors Fridey worning at 90350 a.m. Qur Negoliatoryg
recommended thal you do thit to convey direcily (o thein and indiiectly
to Torrijes your stivng commitment to a vew treaty and your equally
strong feslings sbout what the United Stetes can do ccouncmically to

help Pansna aod more importantly what the U.5. camnot do. To dao

that, you will probably first wan! to examine and make decisions

sugpgested in Secretary Vance's memorandum altached at Tab A

As 2 yesult of the discussions with the Peuamanisns ¢n the various
elements of the cconomic package, ow Negotiators believe that the
Panamanians expect an economic packape and that negotiations would
break off if we did not present one. So the issues for decision have
narrowed i0:

® How big should the package be?
® What items should be in it?

As a way of underscoring the importance of these decisions, let me
just sketch very briefly two alternative scenarios which might follow
{rom these decisicons.

Scenario 1.

If you decide on a small package or, for that mauiter any package which
is not satisfactory o the Panamanians, {hen it is guitle probable that
negotiations will indeed breal:down. Vith equallv high probability,
there will be rioving in Panama, which will spill over into the Zone.
The Canal would be jeopardized znd relations with Panama and all of
Latin America ar d the developing world would be seriously, perhaps
irreparably, harnied.

—SECRET - GDS

sy




~AEETTT - GNS

1.

Our negolictors helieve that if you accent the package recommended by
Secrctary Vance that we could justify that position internation=1ly.
They belicve that the Latin Americans will readily acknowledge it

as a positive and reasovable offer, and as a result, that Torrijes

will be forced to accept it.

Seenario 11

If you dacide on the full package, and the Panamanians accept it, thea

it is quile possible tlat the Senzte would not ratify the treaty. All agencies
apgree that the fight in Congress will be much tougher if such a package
exists. A defeat in the Congress on this issue will not only jeopardize

the Canal and our relations with Panama and Latin America; because

you will have to invest so much of vour political capital in this effort, a
defeat maight strike a significant blow 21 your overzl] effectiveness.

Thus, the decision is a momentous one, and you might first want o consult
with the Vice President, who has been meeting periodically with Senators
to discuss this issue, and with Hamilton Jordan, and also perhaps to speak
with several Congressional leaders (Byrd, Cranston, and Humphrey will
probably teke the lead on this issue).

The decisions become even more difficult when one examines the individual
elements in the package. Raising tolls by 30-35 percent will cause serious
economic and more serious political problems with U.S. (and foreign)
shippers, who still complain over the two toll increases (totalling about

50 percent} in the past two years. On the other hand, the economists

say that the Canal would increase its revenue as a result of the toll

hike, though it is hardly certain that it will earn as much as $40-50

million.
On the other elements of the package -- Eximbank, AID Housing Guarantees,
OPIC, military assistance —- we will clearly need more detailed consultations,

but the important point is that they will be viewed as parts of ar overall
package with a bottom-line dollar figure of $345 million (plus $50 million
from tolls = $395 million) . On the question of the use of interest payments,
both Siate and Treasury are indifferent on whether we should use the

$20 millicn to establish a $200 million co-financing scheme or as a fixed
payment. The co-financing scheme tnay not be acceptable to Congress,
but the alternative of a fixed payment provides the Negotiators with a
fall-back position. Where State and Treasury disagree is whether we
_should guarantee a fixed payment (State prefers) or guarantee such a
payment only if revenues permit (Treasury and I prefer).
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I should stress that Bert Lance has not clearea this yet.

State lias 2lso prepared Talldng Peints for you at Tab B, We will meet
with you for a fow minutes Lefore the Panamanians join the meeting.

I understand (hat the Panamanians are cxpecting a letter from you to
Torrijos, but if you prefer, I amn sure they would be satisfied to convey

just en oral mmssage.

s
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THE SCCRETARY OF STATE

WASHINGTON
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MOMORARDUM FOR:y THE DRESIGENT

From: Cyrus R. Vance

Subject: Your Mcciing with Pgnamian Repregent-
stives, July 29 at 3+30 a.aw.

us Panama

Scerctary Vance hinbassadoy Louig
Ambassador Bunker Binlster Rovao
smbassadar Linowitz Ambassadoyr recohar
Dr. DBrzoezinski & A
Robert Pastor .

‘)/‘A.Y‘ff:;‘}:m; sz vt f’"‘}ft'-"-f'frfzf )j\

I. PURPOSE AND BACKGROUND

In response to my memorandum bto you of July 25, you
agrecd Lo receive the lanamanian representatives In order
to rcquest them to deliver a letter to General Torrijos
coutlining the approach which the United States will be
taking in the negotiations on the issues of ceconomic ar-
rangemenls and lands and waters. You will want to use
this mecting to impress on the Panamanianc the serious-
wess with whlch the United States side has studicd these
is6ucs and to cmphasize that the offcers which our negoti-

alors will table represcnt the limits oi Unitcd Statcs
flexibility.

The Panamanian representatives expect that you will
have & message for them to deliver to QGeneral Torrijos.

They all enjoy the personal confidence of the Geacral,
and are tough ncgotiatore. ‘
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I¥. ISOUBS/TALXKING POINTS

Courteny Points

Anbassador Lowie presented his credentlals to you
May 16. Your conversation with him then was friendly
and put the Pancmsnianc in 2 receptive frame of nind for
the negotiations wihich enoued,

YOUR TALKIKNG PAIMTS ‘ .
-=- MNotc your ploamu ¢ at being sable again to meet
with Ambrassador Leowls,

== Extend best wishes to hig son (o -Georgoltova
University gtudent) who will be maritled
latcr today (July 29) in Panama.

== Weleume Minister Royo and Ambassadoi Escobar,
noting that vou have heard cehout them [rom
ambassadors Bunker and Linowitz,

Progress of the Negotiations 2 .

Despite goime difficulties, the negotiations have made
considerable progress during the past two mopths,  QOnly
two majox 1ssucs; cconomic arrangecments and lands and
waters, remain unresolved in principle. Treaty drafiing
has rot yct commenced.

YOUR TALKING POINTS

== LXpress your satisfaction with the major progress
that hac been achicved, ’

== KRote your strong advocacy of & new and failr trcaty
and your hopc that such a trcaty and the sense of
partncrship whilch will follow could ect an example
for the world.

=- Express your intention to give the trcaty your

gtrongesl pereonal support and to mobilize Con~ ‘

grecesional and public opinion kehind it.

~EEERET .
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Letlcy to Torcijos

[rnRE S

In handing over yaur letter to Gepera
will wanl to emphasiee what the wotivating fac
been on the Unjted States eide as we have deve
reosition v Lhae majoer Cutﬁtﬁnﬁjng'%SGuOﬁ.
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YOUR TALKING PULHTS

~= Statec that the United States has made covery reason-
eble effort to decal wilh the important matter of
cconomic payments coenarousely,

=~ Meation that there ave very powerful reostraints
under which the whole treaty problem has to he
approachad in the United Statces.

~- Pmphasize that in dealing with both cconomic
arrangcincnls and lands and waters the Unlted
States has had to keep in wmind thaet ¢ ratifi-
able trcoty must allow the United States to
assure that the Canal will remaln open, ef-
ficient sccure and neulral. 2 .

Attachments:

l. Draft letter for Torrijos
2. Biographic sketchcs

L
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PDraft of a vuggested message from President Carter teo
Panuma's Chics of Govermaont Gencral Omer Torrijos licrrera
Dear Geneval Toryijos:

1 know you must be ss pileascd ag I.am that Che nego-

tiations for a new trealy brlween our countries regerding

tlhic Panama Conal have made go muchy progrees over pacl months

L e

and are new moving Lo the threchold of a CUWuih\iOH. Thir

_—

treaty will Cruly be a landmark in history and will scuve
&6 an cxamplilae to the world of th; way in which nations can
woik together for mutual advantage qéd for the bencfit of
the world,

I{f we c¢an cemplete our task it will reoprosent & new
and important page in the history of our time. You will

b able to take great satisfaction in knowing that through

your personal leadceship this new Lrecaty has been achicved.

>

For my parb I want you to know that I am deaicatcd:to
assuring that a fair and just trcaly is agreed vpon.

I am awarce that the two rost lmportart rcméining
issucs In these ncgotiations arc lands and walers and
cconomic arrangcrents,

With regard to the lands and watcers issuc, the Unitzd

States has made & number of major concessions In this

Drigadicr General Omar Torrijos lerrera,
Chicf of thce Covernment and -
Caommandcer of the Hdtxmnal GOard, ,
Panama,

b
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imporLant, aved during the past several jonths.  Any sicni-
ficant furlber adjusluents in the Ukitcd States position
dovld adversely affect to an unacceﬁtable degree the United
States' capability to carry out its primary canal opcretion
and defennce responsibilicy,
fn conncclion with cconomic arrangemenls, wWo are
giving this issue & great deel of thought and arve Laking
into account youi ¢oals and aépiratimnm. Qur Necoctiators
goon will be dircussing with your representatiives our very
carcfully considecred proposzal on annual payments Lo Panan
under the new treaty. We will arrive at 1t afier intensive
analysis and in a deloralned effort Lo prescent a solotion
which we truly bclicve Lo be falr ard just., In addition your
represcntatives will be recciving from the Departments of :
State and Trecasury rcspoﬁsos to your rcqucst for cconomic:
help. These will also lie the result of very careful and
thoughtful analysis. “ - .

I can wall understand that thesc proposals will be
less than you had cexpccted or wished., I want you to know
that they will be in my best judgment gencrous, falr, and
appropriate and, based on our consultatlon with the Coagress,
they will represcnt the mest that we could undertake teo do.
I also want you to know however that once a treaty

"has been negotiated we will be ldoking forward Lo cooperating

vith Panama in every way we appropriately can to help in the

et g O oy = b
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irprovement alC Mueand's coononice hwealttly ond ecanoaia devielop

ment. Wilh our lwo countrics working closcly togellier in

operating, maintaining, and preotecting the canal there

will be many ways in which wa can coonarate effec liv Ly and

“we fully intend te do so.w
B I ém confident that you understand the problems I face
and the difficultics that lie ahcad. By the same token
Lbe assured that I am fully scensitive to the problems and
dlfflcultuud that confront you.
With understaending and paticnce, I helleve we can

move qulckly forward and achieve the goal that has ciuded

past governments and leaders xn Loth our countrio I

velcome the opening of a new era in cur relations in which
vie and our peoplc arc working togelher and coeperating
fuliy, in civilian endecavors and in military affairs.
I1-look forward with great anticipation to signing with
you a great historie document that will make our countries

-and our peoples rcal partncers in the adventurous ycars

ahead. '
With warm pcrsonal regards.

Most sincerely,

/Jdimmy Carter/
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THE WHITE HOUSE

WASHINGTON

July 28, 1977

MEMORANDUM FOR: HAMILTON JORDAN/LANDON BUTLER
FROM: JOE ARAGON \ fx
SUBJECT: PRESIDENT'S MEETING WITH

PANAMANIAN NEGOTIATORS

Before the President meets tomorrow with the Panamanian
negotiators, I would just like to make a couple of points
which I believe are important to consider.

(1) If the President adopts the financial package which
has been suggested it will be crucial to subsequently
make clear to the public (whenever that time comes)
that:

~ the aid being given is only a small percentage of
the $5 billion package originally regquested by
the Panamanians.

- the aid is not in the form of cash grants but
rather in the form of loans (which will be repaid)
and guarantees.

- the loans and guarantees will be used to develop
the nation of Panama and help bring its citizens
a better standard of life.

(2) I personally believe that the President must go for-
ward with the Treaty. It is too late to turn back
or place in limbo a 14 year process that is nearing
its culmination. To do otherwise will invite charges
of "bad faith" and increase the likelihood of major
incidents in Panama.

(3) We should get ready for an all-out crash effort on
behalf of the Treaty in the event that the Panamanians
were to agree quickly. Nothing less than a major
political initiative by the White House will save this
Treaty. Anything less will assure its defeat.
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MEMORANDUM

THE WHITE HOUSE
WASHINGTON

SEERET— GDS

ACTION July 28, 1977
MEMORANDUM FOR: THE PRESIDENT

FROM: ZBIGNIEW BRZEZINSKI W ‘
SUBJECT: Panama Canal Treaty -- Last Decisions

You will be meeting with Ambassadors Bunker and Linowitz and
Panama's negotiators Friday morning at 9:30 a.m. Our Negotiators
recommended that you do that to convey directly to them and indirectly
to Torrijos your strong commitment to a new treaty and your equally
strong feelings about what the United States can do economically to
help Panama and more importantly what the U.S. cannot do. To do
that, you will probably first want to examine and make decisions
suggested in Secretary Vance's memorandum attached at Tab A.

As a result of the discussions with the Panamanians on the various
elements of the economic package, our Negotiators believe that the
Panamanians expect an economic package and that negotiations would
break off if we did not present one. So the issues for decision have
narrowed to:

[ How big should the package be?
° What items should be in it?

As a way of underscoring the importance of these decisions, let me
just sketch very briefly two alternative scenarios which might follow
from these decisions.

Scenario I.

If you decide on a small package or, for that matter any package which
is not satisfactory to the Panamanians, then it is quite probable that
negotiations will indeed breakdown. With equally high probability,
there will be rioting in Panama, which will spill over into the Zone.
The Canal would be jeopardized and relations with Panama and all of
Latin America and the developing world would be seriously, perhaps
irreparably, harmed.

—SEERET - GDSQ“/X—SEGR_FI
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Our negotiators believe that if you accept the package recommended by
Secretary Vance that we could justify that position internationally.
They believe that the Latin Americans will readily acknowledge it

as a positive and reasonable offer, and as a result, that Torrijos

will be forced to accept it.

Scenario II

If you decide on the full package, and the Panamanians accept it, then

it is quite possible that the Senate would not ratify the treaty. All agencdies
agree that the fight in Congress will be much tougher if such a package
exists. A defeat in the Congress on this issue will not only jeopardize

the Canal and our relations with Panama and Latin America; because

you will have to invest so much of your political capital in this effort, a
defeat might strike a significant blow at your overall effectiveness.

Thus, the decision is a momentous one, and you might first want to consult
with the Vice President, who has been meeting periodically with Senators
to discuss this issue, and with Hamilton Jordan, and also perhaps to speak
with several Congressional leaders (Byrd, Cranston, and Humphrey will
probably take the lead on this issue).

The decisions become even more difficult when one examines the individual
elements in the package. Raising tolls by 30-35 percent will cause serious
economic and more serious political problems with U.S. (and foreign)
shippers, who still complain over the two toll increases (totalling about

50 percent) in the past two years. On the other hand, the economists

say that the Canal would increase its revenue as a result of the toll

hike, though it is hardly certain that it will earn as much as $40-50
million,

On the other elements of the package -— Eximbank, AID Housing Guarantees,
OPIC, military assistance -~ we will clearly need more detailed consultations,
but the important point is that they will be viewed as parts of an overall
package with a bottom-line dollar figure of $345 million (plus $50 million
from tolls = $395 million) . On the question of the use of interest payments,
both State and Treasury are indifferent on whether we should use the

$20 million to establish a $200 million co-financing scheme or as a fixed
payment. The co-financing scheme may not be acceptable to Congress,

but the alternative of a fixed payment provides the Negotiators with a
fall-back position. Where State and Treasury disagree is whether we
should guarantee a fixed payment (State prefers) or guarantee such a
payment only if revenues permit (Treasury and I prefer).

-SECREF - GDS
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I should stress that Bert Lance has not cleared this yet.

State has also prepared Talking Points for you at Tab B. We will meet
with you for a few minutes before the Panamanians join the meeting.

I understand that the Panamanians are expecting a letter from you to
Torrijos, but if you prefer, I am sure they would be satisfied to convey
just an oral message.

SEGRET - GDS




DEPARTMENT OF STATE i

Washington, D.C. 20520

MEMORANDUM July 11, 1977

TO: Mr. Landon Butler .
Deputy Assistant to the President -
The White House

FROM: Jill A. Schukerggg
Special Assistarit to Hodding Carter, III

SUBJECT: Panama Treaty

FYI, thought you might find it useful to have a copy of this
Panama memo and draft statement on "Why A Treaty?". Jim

Fallows has a copy already. Approximately 30 negative Panama
Q&A will be ready this week.
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DEPARTMENT OF STATE

Washingtan, D.C. 20520 .

MEMORANDUM July 8, 1977
TO: PA - Hodding Carter, III
FROM: PA - Jill Schuker

SUBJECT: Background Summary and ?alking Points on Panama

There is a draft Treaty ready for comment which basically
incorporates the following main points: 1) for the duration
of the Treaty (until December 31, 1999), the openness
(netutrality) of the Canal is guaranteed. The right of action
(unilaterally if necessary) extends beyond the duration of
the Treaty. The Panamanians have the same right. 2) Panama
will assume jurisdiction of the Canal over a phased 3-year
period.

Questions still being worked on are: employvees' rights,
distribution and operation of lands and water in the zone
(probably a Joint Port Authority will operate the two ports
and rallroad), Canal expansion (we want a third lane of
locks and/or a sea-level canal); economic compensation
(Panama wants $1 billion down and $300 million a year there-
after. We think we can use tolls to pay Panana $35-40
million per year as an annual payment during the term of
the Treaty--the total operation now is approximately $zC90
million per year). This last point is the major hurdle with
Torrijos and the Panamanian negotiators have been holding
firm. Torrijos apparently feels very vulnerable on this
issue (he intends to submit a Treaty to a plebiscite) and
feels he needs to demonstrate to the Panamanians that a
Treaty will mean some marked economic improvement for his
country in the face of the "great concessions" Panama has
made to satisfy U.S. requirements. On this point we are
citing the danger (Congressional vassage, etc.) of pressing
further in the Treaty beyond the already "very genarous
‘compensation" we are offering relating to the Canal tolls.
We are saying that post-Treaty we will work in any way we
can "to assist in the development of an economic progran" in
Panama both with U.S. support and internatioral lending
institutions' support. Venezuelan President Ferez will soeak
with Torrijos on this issue. We should have further word
how far apart we still are when the Panamanians return to
negotiate next week.

‘ DFCK953ﬁ4ED
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The timetable that is still being most seriously planned for
Treaty submission for consideration to the Senate by the end
of the month/sarly Zugust. The numbers are not encouraging:
27 likely supvort votes . in the Senate; 21 inclined to support; .
20 undecided; 19 inclined against; and 13 opposed (these are _
wo weeks olé). The House is worse with 24 sure votes, 126
leaning posizive, 92 undecided, 53 negative, and 138 leaning
negative. Other than obvious work needed in Cocngress, the
guestion is what themes to emphasize and how/when/whare/who
to approach in the public and media. Bunker has no scheduled
speaking engagements; Linowitz speaks to the Foreign Policy
Association in Naw York later this month and to the American -
Legion Convention in Denver, Colorado, in late Zugust. He
and Bunker are now re-scheduled for Meet the Press either
July 17 or 31. Linowitz is also talking to the White House
media conferences on July 15 and July 29. I mentioned to

you the request from the overseas writers who would like to
meet with Linowitz and Bunker, and apparently the Today show,
etc. would like to use them whenever they are ready to
appear. There really are no other major speaking engagements
or fora over the summer. We are talking about the possi-
bility of an NGO meeting in September for a briefing on the
Treaty, and I have asked Jim Montgomery to explore the
possibility of other media and speech ideas. E would alsc
like to use Vance and Christopher if possible for conversa-—
tions with Senators, etc. (e.g., if Vance was in a position
to stop in Florida on the way to Brazil and talk to Stone
privately). Also, if the timing is right perhaps he could
hold a briefing on Panama or news conference if he stoppad
over.

We are preparing a brief "Why a New Treaty?" answer. This
appears to be the key question which has not bean answered
satisfactorily so far, and the way it is answered sets the
tone for the rest of the debate. We need to be on the posi-
tive offensive, stressing certain themes and downplaying
others. Basically, we want to stress the moral and pragmatic
reasons a Treaty is desirable: we are a great country and
the Panamanians need a fair shake; our defense, security,
and neutrality are protected as always; it is in our
national interest to have a Treaty; times have changed and
the old agreements are not reflective of current circum-
stances; this decision on a new Treaty is right, fair,
befitting us, in our interest, and part of a2 new anti-
colonial and partnership tone with Latin America. Polls
have shown that the most responsive arguments with the
American people are: it's the fair thing to do, it gives
the Panamanians reason to protect and maintain the Canal; it
improves relations with Latin America. Those arguments
considered most effective for the oppositicn are: it's ours
because we bought it; the Treaty was supposed to last




forever; Panama might someday deny U.S. access; an outside
invader might taXke over the Canal.

n g ative guestions (Canal will go Communist,
ationship with Qaddafi, shipping will come to a
halt, someonzs will blow up the Canal, etc.) are being pre-
pared for i:ternal use; Q&A for external use (outside media)is
being prepared; an updated GIST is being worked on and
Linowitz mentioned his interest in a speech. I have talked
to Paul Auerswzld about the possibkility of having TV do a
documentary (perhaps with some encouragement from us). -

Also, for your information, there is a letter attached to
the President from Thurmond, Helms, McClellan, and Harry
Byrd enclosing a letter from four Former Chiefs of Naval
Operations Carney, Anderson, Mofirer, and Arleigh Burke
opposing a new Treaty. The President met with Helms about
this. Also, hearings are scheduled on the Hill (House and
Senate) in the near future to discuss aspects of the
relationship with Panama; they are not necessarily focusing
on the Treaty, but it is bound to come up. Dear Colleague
letters on the Hill, both House and Senate, are being cir-
culated to get co-sponsors on Canal Zone sovereignty
resolutions "opposed to the projected surrender". The most
recent one circulated came from Reps. Murphy, Flood, Snyder,
and Crane.
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DRAFT

WHY WE AR= NEGOTIATING A NEW PANAMA CANAL TREATY

' .

We are negotiating a new treaty because the terms of
the 1903 treaty no longer reflect the many changes which
have occurred in Panama, the U:S. and the world in the past
74 years. We are negotiating because we want to protect our
basic national interest in Panama -- a Canal that is open,
efficient, neutral and secure. The Canal is important to
the United States -- though less so than-in earlier years --
and we believe a new treaty with arrangements more acceptable
to Panama will be more protective of the Canal than the

present treéty.

Today no nation, including ours, could aécept a treaty
which permits the extensive extra-territorial rights which
we now enjoy in "perpetuity."™ Panamanians of all persuasions
are unhappy with the present treaty. They believe it is
unfair and unjust, a holdover from a colonial era. How they
feel is important, because the Canal runs right through the
middle of their country. The Zone is 10 miles wide, from
coast to coast. It dominates their national life and the
personal lives of virtually all Panamanians. The Canal

affects them far more than it affects us. They want changes.

And we are negotiating, therefore, because we believe that the

costs of_trying to maintain the status quo would be

unnecessarily large and likely to lead to confrontation.
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As Panzna's acceptance of our presence declines, our
abilié? to coerate and defend the Canal will grow increasingly
difficult. A new, positive treaty relationship based on the
concept of partnership would give Panama a tangible stake in
the effective operation and defense of the Canalj; whereas
confrontation would risk losing what both we and the Panamanians
want to protect -- a secure and open Canal. Our Joint Chiefs
of Staff, who have ben represented in all aspects of the

negotiations, concur that a new Treaty is in our best interests.

We believe that Latin America's strong support for
Panama's aspirations will create a serious problem in our

hemispheri¢’ relations without a new treaty.

In summary, a treaty which satisfies the legitimate
interests of both countries means sound business management,
represents realistic foreign and defense policy, and signifies

an important step toward constructive relations between the

United States and Latin America.

We believe that the current negotiations are the best
opportunity to achieve a durable and mutually beneficial

partnership for this country and Panama now, and for the

generations to come.

Lot
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. DRAFT PANAMY STATEMENT NI xg/‘”(

I
This summer, Ambassadors Bunker and Linowitz have

been concluding our negotiations on the Panama Canal.

They have been working with representatives from
Panama on a replacement for the treaty that was
signed in 1903 and has been in force ever since.

We need a different treaty because we live in a
diffe;ent world than the world of 1903.

That treaty was signed in the age of colonialism,
when the nations of Europe asserted sovereignty over what
are now the independent countries of Africa, Asia, and
Latin America.

It was signed in the age before airpo@er, when our
navy was our oﬁly means of overseas defense, and when the
Canal was an indispensible part of our military mobility.

It was signed in an age when water-borne commerce was
even more important than it is today, and when . percent
of our trade passed through the canal.

The world of 1977 is far different. Coloﬁialism is
almost dead. More than a hundred new nations have been
born. Both new and old nations believe‘that the sovereignty
of every nation should be protected.

Our modern military relies on airpower, rather than
ships, now to move troops and supplies around the world.
Only 7 peércent of our commerce now goes through the Canal.

Only one thing has not changed since 1903. That is

r

what we need from the Canal.
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We dc nct nesed to own it--and we never have. The
treaty of 1903 did not give us sovereignty over the Canal
zone--only the right to operate and use the Canal.

What we cdo nzed is the absolute certainty that we
can continue to use the Canal--that it will always be
open, efficient, neutral, and secure.

The only question that matters now is how we can best
achieve those goals through the end of this century and
beyond.

We started these negotiations because we believed that
a new treaty would be better for the U.S. than the one
signed in 1903. I believe that the treaty we are about to
conclude is the best way to protect our interests in the
Canal. -

We could, of course, refuse to consider any new treaty
at all. But there would be no greater threat to the security
of the Canal than insisting on arrangements the people of
Panama despisé. The best way to make the Canal secure will
be to make Panama our partner in its protection.

With Panama as our enemy, there is no way we can protect
the Canal. With Panama as our partner, we will have the best
possible guarantee. That is why the Joint Chiefs of Staff,
after carefully considering our military reqguirements, believe

that a new treaty will better defend our national interest.
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For manv years, our interests have really been the
same as Panama's. The more satisfied they are, the
more secure we can be about continued use of the Canal.
Now we can have a treaty that recognizes this fact, and
formally expresses our alliance.

We built the Canal in our national interest. We use
it in our national interest. And now, in our national
interest, we must sign a new Treaty that will protect the
Canal, while also signalling our allies in Latin America
and the rest of the world that we are willing to negotiate

in good faith and treat them fairly.
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THE SECRETARY OF STATE
W WASHINGTON

July 28, 1977
D B B e

MEMORANDUM FOR: THE PRESIDENT
FROM: Cyrus Vance (' £\

SUBJECT: Panama Canal Treaty Negotiations

ISSUE
This memorandum sets forth the PRC conclusions

regarding economic arrangements that might be offered
to Panama in the context of the treaty negotiations.

PRC RECOMMENDATIONS

l. A treaty provision for a variable annuity payment
of 30 cents per Panama Canal ton transiting the Canal.
This annuity payment would be expected to yield Panama an
average income of about $45-50 million per year. This offer
anticipates an initial toll increase of 30 to 35 percent
over existing levels. (There is uncertainty regarding
future cost and revenue projections.)

2. A best-effort commitment to a $295 million economic
cooperation program which would be implemented by separate
economic arrangements including:

a. An Eximbank pre-commitment of up to $200 million
for a five-year period. This arrangement would be attractive
to Panama because of its plans for large projects that will
reguire sizeable imports which would come from the United
States. Eximbank appears to favor increasing its "exposure"”
in Panama once the treaty issues is settled.

b. AID housing investment guarantees totaling
$75 million over a five-year period. This instrument would
require Congressional consultation (for example, Congressman
Fascell of Florida, a treaty supporter, opposes the use of
housing guarantees for resource transfer purposes).

DECLASSIFIED

~SECRET E.0.12958, Sec.3.6
- PER - 00~ /2

g NARS. DATE (4]




et B IR e

-2

c. An OPIC guarantee of $20 million for borrowing
in United States capital markets by Panama's public develop-
ment bank. Although there is no precedent for a foreign
entity guarantee, OPIC has such authority if it wishes to
exercise it. We would anticipate a guarantee of approxi-
mately $20 million for a loan meeting OPIC's normal require-
ments. The program would be well received by Panama because
it would gquintuple the development bank's lending capacity.

3. A supplement to either the annuity payment or the
economic cooperation program by use of money now received
as interest on U.S. net direct investment in the Canal.
These payments are expected to amount to about $20 million
a year (legislation establishing the new Panama Canal
Administration could be designed to provide for these pay-
ments to be continued during the treaty period) and could,
if you approve, be used in either of the following ways:

a. The U.S. and Panama could engage in co-
financing of revenue-producing capital development projects
in the Canal area. Projects would be selected and developed
by a U.S.-Panamanian government commission. The U.S. share
of co-financing (which would not exceed 50 percent of any
single project) would be lent by the Panama Canal Adminis-
tration (PCA), which would borrow as needed up to $200
million from the Federal Financing Bank (FFB). (Congressional
authority would be required for this.) The $200 million
borrowing would be secured by the $20 million annual payment
from Canal Administration revenues which would be held in a
special account at the Treasury. Loan repayment schedules
would provide for project and FFB loans to be repaid before
the end of the treaty period. A variation on this arrange-
ment would allow the FFB to re-lend to the PCA during the
treaty period as loans are repaid, as long as no more than
$200 million in loans from the FFB were outstanding at one
time. This variation would increase the total amount of
finance available, but would require that another U.S. agency
guarantee repayment of amounts falling due beyond the treaty
period.

b. Alternatively, the U.S. could offer Panama
an additional fixed annual payment. The money for this
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payment would come from the amount received annually by
the U.S. from the Canal Administration. Panama might
attribute part of this payment as military base "rental".

We recommend that this payment be either (according
to the judgment of the U.S. Negotiators):

(1) $10 million per year ($220 million over the
lifetime of the treaty), or

(ii) $20 million per year, payable only if
Canal revenues permit (up to $440 million
over the lifetime of the treaty.)

These two arrangements, 3a and 3b, share a common
difficulty. The only complete projections we have of
Canal Administration revenues and expenses show moderate
losses during the early treaty years, and these projections
are not presently reliable with regard to revenues and
expenses over a greater number of years. Yet since 3a and
3b depend on Canal revenues, their success could be
threatened by the possibility of losses.

We would therefore take the following cautionary
measures:

With regard to the Federal Financing Bank co-financing
proposal: Should it not be possible to meet shortfalls by
such means as raising tolls, cutting operating costs, or
borrowing, the $20 million U.S. interest payment should
have at least an equal claim as Panama's annuity payments
on the Canal Administration revenues. Thus, if the Canal
Administration, in an in extremis situation, were forced
to reduce U.S. interest payments that year, Panama's
annuity payments should be reduced pari passu.

With regard to the fixed payment alternative, we would
offer Panama only half the U.S. interest payment--510 million
annually on a firm basis, or the full $20 million annually
only if Canal Administration revenues permit. Treasury
opposes the former because it believes that if substantial
deficits occur and if costs cannot be cut or tolls raised
further, the only way to meet a fixed payment to Panama
would then be borrowing from the Treasury--which would
mean that the payment would be financed from U.S. rather
than Canal revenues. Ambassadors Bunker and Linowitz favor
the former because of their view that a pledge of funds on
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an "if available" basis will be unacceptable to the Panamanians
so long as the U.S. maintains control of management of the
Canal. Furthermore, we believe that the remaining $10 million
in interest payments to the Treasury, combined with possibil-
ities for cost-cutting from current projections of Canal
expenses or toll increases provide ample assurance against

the need to borrow to cover the $10 million payment to Panama.

In either case, payments not received by Panama could
be made up when Canal Aministration surpluses are sufficient
to cover them.

DISCUSSION

The package proposed by the PRC is realistic in light
of our constraints. It is also flexible in that it can be
tailored to Panama's needs and aspirations, as well as its
capacity to absorb developmental assistance.

We have not, however, consulted Congress on the details
of a financial package, and would emphasize that consultation
would be desirable before the package is put to the Pana-
manians. Congress clearly does not relish the idea of
paying anything to give up the Canal, but this package,
consisting of loans and guarantees rather than grants,
can probably be sold on the Hill. Each element of the
package expands the number of committee jurisdictions affected,
and therefore increases the opportunities for hostile Members
to attack the package. Fortunately, however, treaty support-
ers will play major roles in the oversight committees with
jurisdiction over the package. For example, Chairmen of the
key subcommittees on Eximbank matters--Congressman Neal and
Senator Stevenson--are basically favorable to the treaty.

And, as has been mentioned, Congressman Fascell, who generally
objects to the use of housing guarantees for resource transfer
purposes, 1is favorable to the treaty, and could well drop

his opposition in this case in deference to the treaty.

Panama has asked for a $460 million lump-sum payment
at the treaty's start and annual payments of $150 million.
In contrast, the suggested U.S. position would provide
Panama no grants, but $300 million in loans and guarantees
and annual annuity payments of $45-50 million per year.
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This could be supplemented by either $200 million of addi-
tional loan commitments or $220-440 million in added annuity
payments over the life of the treaty. While the package

is consistent with our objective of not paying Panama
excessively (and paying them only from Canal revenues),

it is possible that Panama will reject it.

In developing the recommended package, several addi-
tional elements (AID-supporting assistance, Panamanian taxa-
tion of U.S. citizen employees, and a larger annuity) were
considered in order to make the package more appealing to
Panama. They were rejected, however, as too politically
sensitive or, in the case of a larger annuity, possibly
not supportable by Canal revenues.

Existing AID program levels will continue to be recom-
mended to the Congress. Increases of $5-10 million in this
program are possible, but have not been included because
Panama already has a high level of assistance relative to
its size and per capita income.

We believe that Panama's current position is not its
"bottom line."” Whatever the case, ours is a reasonable
offer. While Panama might not accept that offer, we should
make it to demonstrate our good faith and reasonableness.

ACTION REQUESTED:

That you indicate your preference for the following
elements of the economic arrangements proposal, bearing in
mind that our presentation to the Panamanians will be con-
tingent on successful Congressional consultations.

Approve Disapprove

A. Variable annuity of 30
cents/ton §45-50 million/
year)

B. Eximbank pre-commitment of
5200 million




For

Approve Diaspprove

AID housing investment
guarantees of $75 million

OPIC guarantee of $20
million

Military assistance of
$50 million:

Use of U.S. interest payment:
Either

1. To secure FFB lending ($200 million)

2. To make fixed annuity payments of up to $20 million
per year if Canal revenues permit (up to $440 million)

3. To make fixed annuity payments without condition
of $10 million per year ($220 million)

use at the discretion of the Negotiators:
Approve all

Approve 1 and 2 only

Approve 1 and 3 only

Approve 2 and 3 only

Disapprove all
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