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Bow important is the Canal to u • S ~ commerce and · · 
national security?· 

·. . 

. It is very important to both, .alt·ho~gh it;,::s 

importa-nce has declined in relative terms ••. 

Indeed, because we _judge that the Canal· will_ 

remain important for_the indefinite future 

is the reason we have tr.ied so lon9 to·· 

negotiate a treaty to betteJ; protect our 

. . . ·~ ..: . 

-~- ..... ·. 

interest. 

National Secur1ty: Even though large aircraft .. 
. . . . 

carrier.s cannot trans! t the canal it is an 
. . . . : . ·.. . _- ·_ . 

. . . 

asset of continui~g military importance. Most .. _-... ; 
. . ·. . . . : 

. ·, --

···_: ·:- ... 

. of our naval vessels can transit the canai,. if · 
.. ··.·. ,_·. 

not load~d;. in b~lla~~... Thl.ls, .use: of th~ Canal·.· 
. . . . . 

facilitates quick-moveinent_of \>tarships and 

I. support vessels from one ocean to the other as 
·' ... · . . . . . . . ·. . . . 

·.-.··.:. 

- required to meet needs ot' the moment~ •... 
. ·. ·. .: . . . . :· .. : - -·:.·. 

~ About. 12~ of th~~.t()rmage of u.s.·· 
~ .. •· " - .. water-borne ;,~reign 'tra<ie'goe~ through the canal·.: ·: 
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The share .of u.S. foreiqn trade t:~ass·i~g 

thro~gh the canal has been slowlydeclini~g 

in recent years, but the canal' s importance . · 
• f • • •• 

.· .. : 

remains. The total tonnage.transiting the 

canal is and will increase as wo.rld· trade 

increa,ses even though the c~l! ~-~ . .;-~~~nta.ae_g_f--'---"--, . . . .. .,; : 

_ .. ___ .:,._ -~- ·-···-···-·· ---·--· ·--···· -·----- ______ .:__ -·- -- ----- -·--------- .--.:...- .. -·--·-- --------- ·----------..:.:.~. - .. --.-··· 

: _· _· _-_wg~ld __ t_r_adec...mav_decli)le_.as __ comoe,titiYa. a~tera:ta .,-route~: 

. ,. .. ·. 

develop. 

25,000 of the appx-oximately 27,000 vessels 

in the world's merchant f-leet can transit 

the canal. 

·•. ,·,:-· . ···.· .. :., 

·.·. 
•• < •••••• 

Those vessels which cannot transit the canal 

are mostly supertankers in the petroleum .· 
. · . 

. · .. 

trade. They .._would not-:-\lse t.he Canal in any 
---:. ----·- ·-:-- -.--··-·:·· ----~- ·-- -··-'-- ·.----· -~ -- . . 

case, since it doe~ llot lie in· the routes·_.· 
.. .. . .· ·:'. :· .. : . .. ·.. . . 

from sou:rces of :Production, e.g~ , in the 
. . 

.Persian. Gulf, to markets in Europe .and the . 
..··. 

Eastern u.S~· 
: . . . 

Ports on the eastern seaboard· of the U.S. ·· .. · · 

..•.•.•.•. cannot hari~i~ super~ankers,· so:thei~ \1se < 

· ·•···. £/ { <fOr transpci~t.~f·JU.asltan••oil ~ld.i>~~ijlria:~;t.( .. ··•·· 
. . . · ·~\'i ~>-''.: ... · ·<: ~ .· ev~Jj ;if 1:b.E!y·.iCotild ~~e til~./cana.f; ( ·. · /(:> •· .. ::. ':: ,: : :~:_; ·::~. / ·.; : _::·.~ . .. · 

_:~-~-"-'_:· ... :--~---. ··!"' ·--, ~-~·::·_-::·~-- ... _, ·----: ·.;_·::>.-:~ :- . __ :_·.-_.··.-.· ·;.-~- .. -~ . · .... --,:.' ":, ·::.·>~-- ... 
-. ;;:::-_:.:~-- -- -_. ·_-.- ___ ::· -: __ ·,-__ ·:·:':::<<"·.·. ··-.- __ ,._:··.· ;.-~-~-)::_-. 

. :_-·).-: .. - ·:·-·;:_-:·--·. _-.. -· _.. . ... , . ,,. __ ·_·:· ::· .. . 

> :.:. . . ·, . .:. \-~--·-:_ .. ·.>··.-:·-~·:·~-~ ··._: __ -:~;-.- · ... -: ·.· 
_·._·.-, ._>~:~::).--:·... -.. . ~. . .··:.·--=-:~-;~:-~- ;,~ ···- . :"- ... :·-.-=:.·c: ... 

. -· -----~~~--::._, -::::. :'_,.:." . ' . ' .. : ~ .· .. - .:::--
:·.·-... ~.c.<~~"· ·· , __ ;·;:;;.".",• ·.···:-. ... ·..-.· ': .. r·.::.,·· • .::. '-~--- <·,.::-.·~_:_ .. ·-·;:_ .- .. ·.:.' ,~-;:~; .. ; __ ; 
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Compar·ison o·f 1967 and ··1977 

- Q: Would you compare the differences and 
· -•. · · ·• the 1967 and 1977 treaties? 

_·.·. ::-- . 

. . A.:·_·_:-- Defense: The 1967 defense treaty and the 

·,.: 

, .. r ... • .. . . . . . . . 
Panama Canal Treaty prov1.de that both U. So and 

Panamanian forces will .have a role and' co~pe~at~ 
in the defense of the Canal. In the 1977 Treaty, 

the u. s. is given nprimary responsibility" for 

canal defense. Under both treaties, each Party 

has the right to act und:laterally, if necessar:y, 

to defend· 'the Canal. · The defense arrangements in · 

the 1977 Panama Canal Treaty would terminate along·_· .. 
. . . 

with u. s~ operation of the Canal in 1999 •. The 196?. •.·. · 
. ·. . . 

. . 

treaties would have terminated u. S. defe.nse rights 

in 2004, although this duration couldhave been ex~­

tended ·in the··· event of sea-level canal construction·.· .· 
. . . . 

Land and Water Areas·: .. Under both the 1967 and 1977 ·-

· · · _agreements, specified land_ and water areas 
. .. 

. canal operation and defeils~ ~re reserVed for tho~e .· •· . .. 

pUrpoS~S. The 1977 Treaty breaks these area~ int~ .... ·· .. 
. .· '. . . . .. · ·. 

m~re categories (i.e., Canai Operating Areas, 

· • Sites, Military Areas.· of Coordination, Housing Areas; -;· - · 
.. ·'·. ,_. 

··.·.·•· ... 
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treaty and. -~e 1977._ Panam~ canal····Treaty .. specify?·/:~~ri>.•;;;~;:_: '·· 

· • December 31, 1.999 as the ·.termination date for >u)··.;·:·-).;'~'::,j:~ 
operation of- the ·canal.·. The .1967 sea~level cari~f·~-\n]·"f~:~~> .. 

:- ·: -~ -

'treaty provided for an ~tension to not'later'than 
·.·;_, .. 

· 2;067 if a sea-level canal ultimately was 

and constructed. 
~ ··.". ·, ' "'. ,· 

. ··~·-<·" . 

Criminal Jurisdiction over u. s. Military Per.sonnel: 

Under both agreements the u. s. would retain subs tan- • · 
. ' ' 

tiai jurisdiction over m-ilitary personnel through a · 

Status of Forces Agreement arrangement .•. 

Neutrality:· The 1967 drafts provided that the 
. ' 

' .. 

neutrality of the canal was to be maintained .. in .· .. 

acco~dance. with· the principles wh{~h have gover~ed _•_·.· .. · 

since the Canal was opened. • · The 1977 Treaty .. spells 

out .a permanent regime o.f ·. n~\l-trality for. -the _•. ca:nai 

which, .. while cons·isten~ with the 'existing regime '()f ·.· 

neutrality established by the 1901 Hay..:.Pa\lncefo.te 

. Treaty, i~eludes a number of sp~cif ic pr~visioris .·· 
I . . , . ' 

designed· to expressly protectU• 

security interest~ i~ the use o~ the canal •. : 



· ... · . '·' ·.:. 

-· -·· 

that. U. S. naval vessels lllaY go to the head of_::. the ~:"( 
'' ··:.- '.-,~ .;~:."_'':>.;:.":'·c. 

line of vessels awaiting transit in case of need·;{~~-~ .. - - · .:~ 

· •.••-~ ;·_:j\tf~:?~··c · .,, ··• or emer.gency. 
:·::}_~;-·>" - ~. 

The 1977 Treaty provi.desfor the permanent m~in.:_ 
. . 

tenance of the regime of . neutrality by. the United ··· 

States as well as Panama. 
.. . -.~ 

.... --·- _.. :;··:-.,:. 

Control of Canal Operation/General Criminal Jurisdic-· 

tion: The 1967 treaties created an "international 

jur.i.dical entity" with a bo~rd· appointed by the u. s. · · 
. . . 

and Panama. to operate the_ canal ~nd to·. administer the > •.·. 

Canal area. Although the United States would have had · ·· 

the right to appoint a majority of the governing board ~ . ' . 

of the joint administration,. it wouid have retained '. ·. . . . ... 
. . . . . . 

no direct legislative authority over the ~perati.on · · · · 

· of the Canal. Indeed, the rights. granted·· in th~· .. ··• · 

treaty with r.espect to Canal. ope:t'atio~ were· gra~ted· .. · · .. ·· .·· · 
. . 

to the. joint administration and not to the United •. 
' ·_ ·. .. . 

States.. Under the 1977 Treaty, Canal operation: an~ 
. •i 

. ·:.·-: 

.. ·:::?:· '· 
·.-._:_:_. -·. --:~:- ~·- . ··:' :_:._.-: .: _·_:_.> .. 

. _-.;.<~::.-:·--~ : ... _ ·.· _.· :,,:_:.·-- . · .. _,._. :.-- _· . ":-~~:_·\· _.; 

· ... -; . :. : .. ·-~·; :·~-~ . . :,_: 
,..:,·" 

. ·. . ... ·;_: ·.' ~ ' ::,·: ' . 

. . 

. ·:; 
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. . .. ··. .· . .. . . . . . . .. -.... :."· .. 

·-all matters ·concerning _Canal- operation 

·• merit, including _the setting of -tolls and the co~- -
. . . . ·. . .· . . 

duct of rela.tions with its employees. __ 

Sea-Level Canal:-- The 1967 drafts included 

treaty which would have granted the United States the·· 
. '•- .''- . . . . . ... · .. 

right to construct a sea-level canal in Panama- subj·ect' _ •• -. 

to future agreement between the United States and 

·-Panama on important aspects particularly the level 

of ,payments to Panama from such a new Canal. The 
" .. 
,-

1977 Panama Canal Treaty prov.ides that the .two· coun- __ _ 

tries will jointly conduct a study to determine the -

fea•sibility of a sea-level canal in Panama, and, .. if 

they determine such a waterway is necessary, they . 
'• . .. . .· . .· · ... · .. ':: 

·shall negotiate terms agreeable to both parties for 
- - . 

- --

its construction. Both sets of treaties require 
., ·:.:.<·· 

that during their duration the parties will deal 

~xcl\l,sivel~f with ~ach C)tller ~ith r~spect to the .: 
·. ~: ·:. ; 

; .. • 

construction of a sea-level canal in the 
,-- ,: : · ... _.::·,_'., ..... · . 

Hemisphere •. · . .· .. 
. <. ···: 

'i · ..... ·, -::·: :· .-.:: 

·Payments to Panama: Under the 1967 .treaty.,>these H--

--•-. 'ware·-· to in~re~se ·graqually over a five~ye'21r ~ef~od __ \-:.-

~·· -.. . ··•·· fro~·$ ~l7.to $.22 -P~i •long f~n~· PaYmerits• to . ,. __ :,- - - --- · 

f -·.--.c __ :-•· ·' -;-.- -·.- · -·-· -- .. -._-_; --_·>.<(.~C1I1cn1ta_-.·uri~4!l:-_-~he·.• n~~-,·:~greS!nE!~f--wil·l··::-be •.•. ~:$·-·-·-a·o·-··~~-;;-.-~~~-)_::-;.;-~••;~~:_{_: .. -•.. •--• 

j>;,('d:;?;(• ~;~ ~',v" ::::::n~:::u;;nt:t::::u::~;l::!:i1:~~::ac~El: :: '. 
!':,;;•;,,~~········ •... , ••. ;~~~~¥~~~£~; .. ~~i~1Xi.~i~~:t:a:lu~.;;ri~:~ .. ~~ilion 
l . -· ... · .. >: "' ' ' ,> • - ·;. ' - - . ;. ; ·• . >•;. --- ----~_:::~-- ' j____ ; ,--~-- .~ 
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Q:. What would happen if the Senate rejects the treaties?,,:._,:_-\;: .. : ·-·-
~:·~_~;·-':,. --~.---. -..... 

• A: 
._: .. 

Panamanian expectations are high after thirte~n /";;f;Z::_,.;I:rt-·0·_ 
,.; o ~~ o 0 •'Lo< 

years of negotiations,_ their plebiscite, visits~ : --~x,-c::. 
-by Senators and the- _treaty. signing ceremony. 

Rejection now by _the ·senate would ~l~ac!·to ,enorntous_-· 

frus:trati.ons ·in Panama. 

--

. . . . ·. 

Our relations with Panama would deteriorate.· 

Demonstrations against us would be inevitable. 

. . . . - . . . 

The- atmosphere in which • the Canal is opera ted'-_ 

would be much iess favorable; canal users .. · .. 
-, ··, ... 

wou•ld be troubled by uncertainty ••• 
:- . 

.r: · .. 
. ·--··· 

. . ·_ . - .. ·. . . . .· ·_ . . .··. .. :·:. 

Some involvement of the Canal Zone police and· 
:. ::. 

- . -- .·' . . ' . 

_our _military··forces-·in conflict with Panamanians 

.would. be a __ posslbility. 

Rejection of . the ·•. treaties W'otild impair our relatio~s 
" . 

with Latin Atiteric~. " 

...... _.:·_'-:-·::· 

. Panama would bring· the issue -before international .foi-uli\s •·· . 
. _.: .... 

·where .. WEL would. face 
: .... : _: .· ·::_:_--· • . ~<>.~ . . .-__ ·_ ' :.··.' .· ·, . .-_ ·. ·; . -: 
oppos1 t1on, even from many· 

f-avored the . ·-· 
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Defense · of · the Canal-- ·•• 
·11. s. Rights· and conunitments 

.•. .,it 

Q: ·. What are the defense rights of the u.s. under the 
new treaties.? 

A: ThePanama Canal Treaty (in effect until year 

recognizes the "primary responsibility of· the U.S •. · · ·· 

for canal defense and gives the u.s. the· right to 

·act, unilaterally if necessary, to protect and defend 

. the canal. ·Further, it provides for the continuation ... ~ 

of the u.s. military presence in Panama through a 

conventional base rights and status of forces 

agreement." 

Under the Neutrality Treaty (remains in pe~nent · 
'. .. ·.· ·. . ·- · ... ·- .. 

effect after the year 2000} the u.s. will not station. 

military forces in Panama but will have the right 

'take.· ac.tion to maintain the· regime of neutrality· .• 
. . . . . . . ..·- . ' 

. esta•blished in the .treaty. This means whatevE!r · ictioil 

we· deem necessary., including military action~: ~gainst' 

· any aggr.e~sion or , threat directed ag~inst the canal . 
. . ···: .- ... ·- ... · .. ·. - .. . . . . .-

the peaceful transit of vessels thro~gh it • 

. --:- :·.· 
. . :-. .- ... ::·::. 
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_._.,·. 

. - ·.· ·.· . . ·.:. ·-::·-.... -:· 

Defense ~ic,;Jhts -..;~ Compartaon of R.ig:ht~ · 
.a,nd -~;ilitBJ:"Y Adv~nta.ge$ .. under .. the ..... ,. 

·. · · · · New Trea.;t",ies ·and ·1903 'l'rea,t;y '· · ·.· · ·· 
. ' . . . t. . ;:; ~:~;·:';!'0',;/i.::.; < ~:i': .. : 

: -~- ·'.,_:':\·!_:~':; /:/:·'/(~;:.>:~-.. / "+:'- '· 
':: : __ ::/ . ..: .. ~_ ·-: ,~ ·, - "'· 

Would we lose any militcu;-y·adva.nta.ge in giving. up ;r~ghts .. 
"as .if :sove;re~gn" ,in the Canal Zone? What current 
.lllilita.l;'y a,ctivi.t.i:es would we have ·to. c,;Jive up? . 

The.Joint Chie:fs ot Staff worked closely with .. ·' 

.·.·.· ... 

U.S. negotiators. · They believe the new treaties 
'_;_ -: · .. ··.:. :----

safeguard our defense. ·interests better than the old 

treaty .. 

-- The rights under the· new treaties will be no less ·. 

valid tha,n the rights we possess toda.Y'--which are·. 

also.established b:y treaty. 

At present the u.s. has all rights· it would possess.· .. 
·, ~ . 

. ···,·· ... ·. ·.···: .· . 

if it were .sovereign in the Canal .Zone, and exercises 
.. __ .. _._ ... _._ ·, 

certain of those rights in order to defend the canai~-· · 

Underthe Panama Can~l<Treatywe· w:i.11 have ~iqhtsto 
• . • . • c . .• • - ··'· 

···'·.· 

. •.·.:. 

defend the canal and access to all lands i wab:!rs .and ~ 

fac-ilities eons·idered necessa~y for that purpo~e·. 
. . . ~ ... 

A separate agreement qover~s mllftafy activities ... 

. ·. unr~la ted. to canal defense< which the ,u •· s •. · may c:ontinue '· :· . ' .··· 
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Neutrality Treaty ;,..._ :U.;S. F~eedom of 
Ac.tion to Defend Canal··· 

. --_· . . . . . . . . .- . . . ~.. ·. : :· . . . . . . : . . .. ·- . . . . . . --~ 

· . . : . 

Q:· Does the Neutrality Treaty .limit. U.S.·. freedom of action. to ... ·· 
·defend the canal under the NeutralityTreaty? 

A:. Under the Neutrality Treaty we have freedom to take · 
. . 

-:_ .. 

any action to protect the canal against any aggression 

or. threat so long as that action is to ensure that 

the canal will remain open,· secure and accessible.·· 

Such action would not.constitute intervention in 

Panama • s internal affair s-~a right we gave up in the •· · .. · 

1936 treaty with Panama• 

: · ... 

__ , .. _ .. 

I 

·:;: 

·-_. ._· 

·.·· .. ·· . 

. . ..... -:.· 
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Q: 

A: 

::. · .... ··:_·_,:· ... 

·--'···. 

Defense of the Canal -~ Meaning · 
of Terr-i to rial Int·egr .tty 

. ~ : . :· ·. ... ': . ·. . :. . . . . . . . ... . 
. . . . ,. 

lnthe joint .stat:ementof understanding concerning the 
--Neutrality Treaty we agree not to violate Panama • s. · 
"territorial integrity." How then could we send in 
forces to -defend the canal? 

-- "Territorial integrity" d·oes not have any 
. .- . .· . 

definition in international l:aw. In the direct '.-

- sense it is commonly und~rstood as the gel'leral right 

of a state not to have territory overwhich itexer-· 
. . ··.: .. .. :·· 

cises sovereignty detached or annexed, or have .its ; .. -· 
. .-·. 

sovereignty· or· jurisdiction ousted or __ dimilii.shed,_ ·­

through use of force. 
. . 

-- -Any·· u .• s. action- in· defense of -the _ canal would not .. __ 
- ·. -. . .. - . -. ,. . . . . . - .. . . . :. ~ 

be directed at Panama's territorial. integrity but 
. . 

to keep the canal Open to t-he peaceful transit of 

ships of all nations. 

For the purposes of t;heNeutrality Treaty~ the. 

U.S. and P~nama-have agreed that action tak~n by 

u.s~--- t.()· defend the canal. against ·ctny- threa-t :to the• . 
-·. ----~ .·- . . :i . : .· . :- : :- . . . . . . - . -. :. .. . ..... . . ·, ·- . . . : . -'· -~' . . . . . . . _-.. . _·. . _· . . . . : . =· 

· · .regime of neutrality, and limited to that ·purpose 1 _ 

territorial Int~grity. -. . . . . . . . . . . 

.-_.' 

' 

.,.·_ 

··---.· ... · 
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Defense of the Canal·-- •comparison of.· .. 
the Regime of Neutrality and Present. Regime.· 

. . 

Q: What are the differences b~~ween·the regime of 
trality undertbe Neutral'ity Treaty and the present;· 
reg.ime? How does it square with the Hay-Pauncefote ... 
treaty? 

A: Thenew treaty.carries over-the basic principl~ of. 

neutralization elaborated in· the 19·01 Hay-Pauncefote. 

Treaty and is ·Cons·istent with the terms of that t~eaty 

which would remain in eff·ect. Her Majesty • s 

_has confirmed this understanding~ 

Most of. the textual differences between the 

treaties center . a·round the fadt 

includes a serie~ of sp~cif'ic standards not .spellecl 
. . . 

in the form~r ,. · co~ce:rning such matters as inspection : 

of warships, provis'ion for expedit:ious .. . . ·.. . 

.. ··--.ve·ssel:s of the pa~ties charg.ed. witl1 maintaining c~nal 
neutrality, etc~ (See Articles 

- •". . . ' ·.. · .. -; · .. _:, .. 

At .the same t·ime; the ll~w t~eaty · d~~s- not r.e~eat . 9ert.ctin 
··.· ... _ 

· pro:visions o-f the 1901 treaty co~cerning such 'matt~~s · 

· as the. treatment of bellig-erent vessels 
. . ._·. _.::_ ·: . ·. 

with pre~u-.N. Charter ;i.nternational·law 
-,- .. · .. . ... . . 
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. ·· .. :· ·'. 
•'-. : <<·-~;~ c: • 

. -·. ·.' ':", ·~··· .. 
. ···.·-. 

of commerce .and war of all nations.·.on 

·· ·entire equality ••• " This reflects the u.s.­

.··that, during wartime, our national security· 

. ...... 

interests can continue to be protected,_ and our interests. 

in use of the canal better served., by relying on· our 

military_to preclude enemy"shipping from reaching'\ ' . . 

. ~ . . ·:·:, _.;:"' 

the canal, rather than by_giving the canal operator ··.::· > >.·, . 
. . . 

aut·hority._ to .attempt to exclude it thro~gh regulatory·.· 

·action. 

Article Vof the new treaty also contains a concept. 

not found in the 1901 treaty. ·.That article prohibits 
. . . .. ~ ·, . 

. . 

foreign operation of the. ca-nal,, .the garrisoni~c:r of . 

foreign troops; and maintenance of foreign m~lit~ry 

·;.: :. 

- ;.··. 
. .... 

.. - .· . . .. : : . 

. ·installations . in Panamanian territory after the ·year 
.. ·. '. ·.·· 

2000. This pr~vision puts ofhers on notice that 

· nei t·her . th~ . t1. s .. ' nor PCU'lama. ~ould tolerate any Ettt_empt 

•· .. to establish • foreigrl' dolllination iri Pamuna once 'that . 
. ........ ·:-... . ·. . . . ·... . .. 

·. •- country assumes. :i:espons.ibility for canal operation • 

·.-:· ... ·:·· 
. : .·-: .. ::· .. 

.· .. :·\ : .. .·· .'·' 

';··.:. 

.· ... ,. 
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· Canal Defense Reorganization._ 
of u.s. Military in Panama · -- · 

·.--•.. 

. ·_.····-··.. -:::;\);~!t~:~;:;_.: -.~-- ;:: . . :. 

·. . ~~-g.J!Y/'" 
; -~-.. ,·": _; .-.-~:.:::~~--- ;"{~:--~·"'-""·<· .· ..- ·_·.;":::' _·._ .· 

.• ·. . . ·.. . . ·: .· : ; . . ~. 

·.· .. --~ . : ;_ ·: .· 

_ . . . . . .• f __ :·::':.l.u;)t~~zFf~_:. . .__ .; >· 

. .•• ·:w~u,'', .. 
- · · Q: - How- will the u.s { mil! tary be reorcj'anized as a ·result :,:\:> · · " 

of the treaties? How will their mission change with~: .:/·;_> .: 
regard to Panama? _ , ._: · - ·.- -~~: ... -. . -··::: 

A.: Reorganization wil_l depend on -the working relation-· ·· -. 

· ship -established· with Panama· as th~ 

implemented. Some force reductions could t8ke ·---

place, but the decisions are the sole prerogative 
'. 

of the u.s. 
The new responsibilities of·the u.s. forces in. 

. -:· ., :·.· 

Panama will be-· (1) _ coordination with Panamanian · · · . ·- ·· 

military through the Combined BoardJ -_ (2) • coordina..;; 

--·-- t.i.on concerning the Status of Forces Agreemen1:-- · 
' . . . . : -

through the Joint Committee, arid · ( 3) provision · --
. . 

of a number of services now provided by.the ~~al 

·--_Company.· 

. . . . 

role with Panamanicm :National Gtlard~ . 
. ·.· ___ · ... · _· :_.,.-.:_:.· :·. 

. .. , < .·-

...... __ ·. 
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·- -, . . .· . . . . ; . - . -~ 

. ._._: . . - .· Defense Rights -- Role of the· Panamanians .·· ... 
.. ·~ '. 

'.n:. 
\_t •. Bow ·will defense coordination .work until the>vear 

The Neutrality Treaty provides that the U.S. and ·· ·.. ~;, .­
Panama "agree to maintain" the neutrality of the Canal~' 

··noes that mean both·. must agree to ··specific. measures? 

A: . -- That general formulation in Article IV of the 
. ·· . . ... ·:· . . ·_· . · .. -, .. .-· .. 

Neutrality Treaty permits the par.ties ·to agree on 

specific measures to maintain the Canal's neutrality~ 

It does not require that they must agree:. · ·It perm~ts > 
each party to decide upon and take steps to main!f:ain·. 

. . . . . . 
•, .. 

the Canal open and neutral.·· The Joint Statement of · · 
. . . . 

Understand'ing ·interpreting this Article states· . 
o· .. ·. :· .: 

... 
... ' 

specifically that "each of the two countries" ,: ... 
. . 

shall defend the Canal. ·. 
. . -~ .. · 

. . ' 
. . _: ·.· : ". . . .·. . .> · . 

. The Panama Canal Treaty in its Article IV, also·· · 

·---., 

contains the provision that "each Party" shall pro~ .···. . . . .. . 

·.· •- teet the :Canal •. · .· . 
.. :.:·. 

:,.· .-,_ .. ___ _ 
. The Panama Canal Treaty reco~izes thE! desirability· 

· of. cooperaticm . in defense .. of the Call.:al arid ci:llls . 
·. ··: .. · 

. •" . 

. .. -... -~---<: ... :· .. ·_. 
. . ' ~ . ::: . . . . 

· · ... -·•·• for (in Article IV paragr~ph. 3) ··a 'combined Board ():f :, · , ··.··: · 

. ··.··.·•. · se~ior militarl' repi.esc:!nt.atives of tl1e two · c6uritri~s 
.. ·, ; ;: ... ·: '.:. ··. :· ·_ ',;· -~- .. :·. . .. - '·· :_ ·.,. . .· . ,· 

~-· ··•· .. . £o:t"· cooperati~n :i.n .. pla.1lning·, .exe~clses ·.and . c6nciuct. • 
I ·. . .. . •. - . • . . . > .···.··.· .. · · ..... :· : ..•. :;; ;:':/;' ... 

l __ :_. __ l····-~--•. _······· .• • •. ·:•.· •.. •._.· .. _:_.·.:_ .• ···.-.• ·.·~:_. __ .·•_.·.-.·.· •. · ...•. -.··.~._··.· <; ;C·.· > :~; ·~~;ces of ~ither ~~~~ ••.. ~~ .. ~~~ir fe;tiC>Jl; ~.: ••• ;; ··· . · 
1 . ·•· _,_:_:" .·~ > • ·J::· :\.~#h~ir ·own.;.j~ve~~D.~~- ·· · · '' 

:>:.: .:c:··. ·: ·. ' .. ·. : ·:-:_·.:.·:·<-- ',-'.' --~ 
·: :-.. : :_----_:'~ :: ~·'::/~--·-;· -- . .- . -·- ._ ·. .· .. ·. 

i : .. }-;:<·.- . --~--' . '-' . :... . . . ;.J;·, .. : .. -.-- '. -· .. "·,··~. . . : -, :,_:.:- ___ ; -·· ·, 
'! --· .. _;-·- _:· ---~··:_< .. ~-----:_:-·:·-~- -;:~,;·,·:.:~·::-:::::· ··--:::<· .. , __ :·:.• ·-.-~ .. :-: 
~ . . : ., ·.· ·:.". ~~·;··:. : ... - ;·· ... ' 
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Treaty Payments 
. ·. ·.· .. · . 

. .. . 

Khat will be the d0JDe~tic impact ·of these paym;,Jlts;;;;;t:f ti!:i 

. A: A·toll increaseof roughly 30% is anticipated· 

in the early years to ~the .payments, with 

inflation adjustments for la.ter years. 
. . ·. . . . .. . . : .. ... .~, .. ~··· ... 

The net increases in trans-portation' cost would .. · .. 
. . . ' - - .. ~- . . ;: ' . ' ' 

·.· ,, 

be less than 1%, with an ev~n smaller percentage · ···· _,· 
., · ... , .. '. 

increase in fin·al sales price for an·y commodity •. 

It would vary from commodity to •. commodity, but ··_.· 
.- . . . . .. 

would be an extremely small fraction .·of domestic 

cons\imer cost. 

·--.:Alaska oil going to the Eastern Seaboard would ,.:' .. :,: .·· 

increase by 0.15 cent·per gallon. 

· .. --- For . exports the increase iri costs wou.ld be a '. .·,--:· 

. -·:·. . 

. · fraction .of Qne percent.-· ·-Our ·price .·adv~tages .. · .· 

; . · ... 

·.-, ... 

··. many ... : · .· · .· . ·. · · ... · · . . · · · • . ·. ' , · ... . . . . ·.>.· ' .. :, '· ... · 
on/exports tran·si tinq the Canal is greater ·them·: 

· > ·· 1:lli~ · increase:, so it could be passed on to 

. ~h~ average: t;~Sp()rtaticm .COSt Of.· a bushel Of 
,, .. 

. '";::. . .. :. . . . : .... _ : .. .. · ... ·· . . .. •. . . . .... · .. ,: 

· Ic:>wa corn going to Japan ,is $0.66/bushel.;_ · 

. · . wo\lld be increcu;E!~· by .i~ss than _half. a c_ent:·C · .• · 
.·.; ,.·--: .. · 

. ·· .. : 



·-· ... ·-··a: .. -__ What_-;;;;_ i·h:~~~~~oru>.iiic~_CiO:ci~e-iatieill -a~1:~a~q_Eitent~-\;±ti1"7-;G;~)::v·HT::~ _ .. ·. 
Panama? · Why are J:hey not a part -of the treaty?:} 

'·- -~ - . ;. . . . 

-·• ;A: •- -oU_t~ide the .treaty,. Secretary Vance serit a note ·tri;,>,~:::;/ ( 
the Panamanian Ambassador on_ September 7 that the.· 

· United States wa,s prepared· to develop. an economic···. 

· proqram of loans, g11arantees and .credits ·of up 
. ·. . . 

$295 million dollars· over a five. year_ period.: 

· pledge is subject to ·limitations of U. S. laws .. ; ·· .. _.·._.· .. ·· 
. -· -'---··--:-

- . -·· -----·-·· - . 
··-· 

--------- -- -~-- --------------- -------~-- ------..---~---------- --------
·. :-;·· :_·_·:::_:··.· 

· · . -- ·_ It .·is for . : ... · . .··. -···.·· .. 

. , .· . .. . . . 

. up to $200 million in Export-Import Bank credits. • ·:•;. . 

up to $7Smilli~n iri AID housing 

·antees~ 

up to $20 million in loan guarantees 
·,. 

· National Finance ·Corporation of. Pariama.. · .· 
:' ':' .·· . . . - . . . :- '· .. ' . . ,. -·.' ~- ·.' . . . : 

In· addt~ion,· the United States ag~~~~ to .· -· •' 

: : ·· -_·-~en .. year period -·.to· improve.·· the _- capa·bili ty ·of ~anama • II--_- .. ~-­
National Guard to. participate in defense of th~ c~nai .. 

. -· . · ... - ·. -- .. . . 
-.,-. : . . -~ . : ..·:· .. · . 

·. · .. · .. · ·:.;:_·:_._,.-··.: .. · •... . ~·- ·. .. : ;'' 
. '•··.· .· 

economid'pack~geis.no1: apart 

-~-;:(::,;;·~iil>•be· · implentinted. 'oii .· :tile~r· ow' ;~rit~ ·: i~·aCco;d .wi~-:\:> .··. __ .. , 

. ~~~ ~- .... --· ·--.-~:-- .:-~ ~~x~·_:~--::.::-,~- ~-~~~~~hed pr~g~am crit~ria--- ._ 'l'he' p~~gr~:has; ~~---:~ar~_'·:· ·.<' 
' ' ··.· .. · .. _:·>: ~i~c.£ :oft i-:t:h~ binciin~ .... ; ··tr·e~ ti~s whick"~~~i~ ~·--~ .: •. 
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the treaties contingent on. the· status· of the' · 
. . ·' 

contemplated programs.·· This is why they are not 

.. ·· in ·the treaty. 

--The Congress was kep:t_fully informed. 
. . . 

Since the economic package isforloans, guarantees,· 

and credits, no appropr.iated funds, l .. e. ,, tax dollars; 

-would be required. (For military assistance programs· 

about $500,000 a year in appropriate funds would be 

needed for a reserve account in the Treasury Depart­

ment not to be transferred to Panama.) 
. _. . . ·- .-. - . ·. 

The above programs would become effective only upon ·' 

. •. 

. - . . 

the conclU'sion of ~n agreement. to that effec-t between 

the two.· countries . 

.. >- .. 

···,.c: .. • . 
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Base Payments 
. -~ . . . . 

Q: .· Can you compare the value of the treaty annuity . 
payments to military base payments elsewhere? .. 

,· . . .. ,. 

A: The Canal treaty . annuities will provide Panama.· 

. initially with $50-60 miilion per year at no.' 
... · 

. . . 

cost to· the·u.s. taxpayer. 
. . .. ~ ..... 

The five-year· base.· arrangement with Spain will. 

cost the u.s. taxpayer $170 million·;' gvei· ____ ·_ .. ··.:,...:~'-:-:-~-·-··. 
·. a four-year period our. proposed bas~ arrangement_ : . 

·. , .. 

with Turkey will ·cost. the taxpayer $'2'00 :million • 

The package of··. credits and loan .guarantf!es 't~ be, 
... - ·.. .·.·:··.'.' 

. . provided to Panama ·outslde . the· Treaty totals .·, .. · ·,. '.,.·.· 

.._' .'· 

: .... :... . . . . ·. . . 

' ·. $345 million •. ·credits and loan. guarantees 

. made available u·nder base arrangen\ents 

. ~~d Turk~y amount. 1:o $6o·() .. ndllion 

million, 

. '· _· 

· .. '.· 
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,·Implementing Legislation 
of u.s. Property 

: '·· . 

· Won • t legislation be required to ·transfer U.S •. 
... · perty since Article :tv of the Constitution gives· .. ··· 

Congress exclusive responsibility for disposition_ .. 
-of U.S. property? 

The treaty was written to. be self-executing on·· 

the transfer of u.s. property. 

·-- When ratif.ied by the. President with the advise and , .... ·. 

. consent of the Senate its provisions coverinq the· .·· · ·· · . 

transfer of u.s. property will take effect as the 

supreme law of the land 'under Article VI of the 
- ··._ ' ... ,.-: 

Constitution.·· 
.. -_.;..::-. _: ... · ... . 

It is .well established that . the treaty. power extends '. 

· to· all areas· within the legislative authority of 

.. · C~ngres.s that are not expressly reserved. by __ th~ 

Constitution to· the exclusive jur.isdi~tion o£: .·. ·· 
···congress. 

---·· That U.s.· property can·be transferred 

. ai~ne ls plain ···in' -~he. draftinq history of th~>:) 
; ·: .. ·_. : · .. :. .· .· -._ 

.. · .. ··Constitution and 

·. -- ~ .- : 

I { · '.··Attorney General on this • .•aspect of the canal t~~ati.es .. ·· 

-~ ·.··. .· .. -~ .. It was done in, among Othei-s ~ treat£es with Mexico ' 

~······ · ... . ofl963 coJtCex-nln!J joh<i cJuulliZ.ai in Texis afui 1~i6o !• ·.· .. ··,. 

l-j".;:.(_·: ;_' ... r : \_\·<J> ······• ··.F·>·: sE!ttl:i.h~·-.ib~ 6ouhciry 11laxoked;by •.. thE!·J~io··:drana~··c~:-:X.--~.~·;\;:):_i:. ···•···. 
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New Canal .. _·,··: ·=·-· .. _ ,_,. 
··.·.·.,: .. -: .. ::.'-- ,, ' ... 

How wilf the new Pa~ama canal comxni~~ion be ~~~~:{~-~~;·:~,, · 
. Who will ·run it? :What kind of. borr9wing authority ·./· ·' · . 
. will it have? . ·· · · · .. ·•<:.~. :·,;,::,;:r;~ .. ; 

I ' •' '.• •,:·_, ;,·.;r.:•..::;·:·, 
.: ,,.: 

·: .. · ... 
. -~---:--;. ~: 

The treaty provides that until the year 2000 

the u.s.·. will have t~e right to manage, operate.?: 
. . .. 

and mainta·in the Canal· and that it will 
. .- ~ : . . 

these rights through a U.s.· Government agency · ... · 

to be called .the Panama .Canal Commission, 

replacing - the Panama Canal 

Company. 

The treaty leaves it up to the U.s. to . . .. 
. . . 

. . 

dietermine the form of the Commission.· The 

Executive Branch intends to recommend to 

Congress that: 

~ . : 

. . . . . . ' . 

Like the Panama Canal Company, it should < ... <: 
·. ~: . - . .. •.-·.'- .. 

- . . . ·-· . . 

be a corporate ·agency. of the u.s •. Government.:·· .. ·',; 
·.·_ .. :- ' 

It should be a s~lf-sustaining agency with:: · . 

. revenue·s produce~ by operations to 
, •• __ • < 

expenditures.· 
. _,.-

,, As ·a matt~r of pr~dent management 

have ·c~ntingent · authc)ri t~ to b()rrow from ·.· ... . ,._·· 

.· ·-

; ·;_.· .. 

'· - ....... 

._.; 
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-- tintike the present Canal Company the new Commission 

· ... 

. would have. incr:ea·sing .Panamanian participati;on in 

its management looking, 'towards the assumption by 

Panama of operation .of the ·canal in the year 2000. 

With respect·to management, the treaty provides 

that: 
.. 

- The Board of Directors will have five American 

·members and four Panamanians during the life 
0.:, 

O·f the treaty. ·A quor·um requiresjmajori ty 

. of Americans. 

Until the year 19 9·0 ·the chief executive. 

officer (Administrator) will be an American 

and his deputy a Panamanian. After 1990, 

the Administrator will be a Panamanian and 
.. 

hi·s deputy a~ American. 

- The Panamanian A&.Q·inistrator, or deputy 
. . . 

Administrator, as well as all other Panamanian 

employees, will beu • .s. employees subject 

to our. law, .direction., and removal. 
. ·. 

Panamanian members of the Board, always a 
·. · . 

. . . . ·· .. _··.~inority1 may only be removed with agreement 

.·.of Panama. 

..-.·-.··· 

. ·-· ·.~-
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•·. What are the salient p~ints concerl'ling Canal 
employees in the new treaty? · · .... 

. .. ·,· .. 

--The treaty requires· a 20% reductionwith:i.n 
~· -

five years. of those u.s. citizen employees of the_., 
. . . . . . . 

Panama Canal Company who w:ere employed inimed·iately .· ·. 

. . .· .. prior to the entry into force of the treaty. . . . .. -.... :- ·,· ..... 

. To the. maximum extent possible,. u.s. • citizens who. • 

work for the canal enterprise will be retained in 

their · existing jobs~·.·.· .. ·•. · 

In general, the same terms and conditions of. 
,._ ... 

. employment that are in force.immed'iately prior to 

·. the start of the Treaty will apply~· 
. . . . . . . . : . 

Any employee whose j~b i~ adversely aff~cted or 

· ... ·.· 

who chooses not to continue with the new Conunission · · · . __ .· : .· . ·__ - . ·. . . . . . ·. :-__ . . -. . . . .:·_·_. :. . : : < : ·.···. __ : .. -·. ~- .. __ :: .·_ . 
. ·will receive job placement assistance for other : · 

. . . . . 

federal·· openings. ··~·.;JUl··.empl()yeeer. wili··be' aC::co~ded 
.,_ .•. :· 

·· · ... -liberaiized.·()ptional··early··.·retirement. program~; :<· 

Most new ci.s. citizeriempioyees will be.rotated_ 

· .. ·.·.··. . · ... every 5 years I altho~qh 'those employees .who .POSSe~s .· 
. . . . . . '>;" ... 

.. . · no1l~recru1 table or non~transferable skills 

·.·stay ... lo~ge~·. ~iring .policy .will 



. ~ .... 

·.·· .. -·._ .· 

.·. ·.· 
. .-.. - : ····:·:_. 

~-. ·~· . :. ~ ~ ' 

: .. =:-·._: ... 

. .· 

· · · · . ...;:_ u.s~ employees will retain. company housing at- a 

·reasonable cost und•er the new coirimis~ion •. , 
. . .. 

·. ·canal Commission.- will· not 

... operate special stores . for. Canal emplo;ees, .. 

but u.s.· employees will ha,_;e ·commi~s~~Y pr:i.vi ..... 

leges for 5 years after the treaty 

force. 
> :_-·. 

u.s. citizen employees and their -dependents. o. 
to be tr,ied for crimes by Panama will be·· · 

entitled to procedural guarantees spelled out· 

in the agreement and will be permitted-to 
. . . ·,. -: 

.. · .. serve any. sentences in the . 0 0 s •. in ,. accordance 

with a reciprocal agreementto be negotiated. 
. . 

For 30 months the u.s. will retai~ criminal 

· j:urisdiction over its nationals for crimes·· .. · 

. 'committed-prior to.t:he entry into f~rc~-of· 
. . 

... ·. ·> ... · · .·. · . .. the treaty.; · ·· Thereaft~r Panama will havE! · ·•- . 
. _ . . . . . ~ . . . . . . . 

.··: crind~nal. jur:i.sdic,tion, ·-.but has· a~-reed. that~· 
. ·'. . . . . 

. · as a matt~i .6~ gen~ral policy, 
'I. 

· .. jurisdiction .in the u.s~, at 

request.'· 
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Huma·n Rights 

Q: How would you describe the human rights situation in 
Panama? What has the U. S. done to improve it? Should 

·we sign treaties with this government when we cut off 
· ··.·aid to other Latin American countries that violate hwnan 

rights? 

A: Violations of human rights have been episodic and 

observance of human rights has been improving. 

Panama has recently received a visit by the Inter-

.. Ameri.can .Hwnan Rights Commission to inspect the situation. 

Amnesty Internqtional has reported that the most serious 

viblations occured before 1970. It~ reports for 1975-76 

and 1'977 did not contain a section on Panama. 

·· -- There is ·no evidence that the government makes a practice 

. . '.: 

of arbitrary imprisonment, torture, or.murder for 

political purposes. 

We have discussed the. administration's policies on 

human rights with the.Government of Panama, particu­

.larly with regard to the exile of 14 Panamanians in 

January 1976.- The Government of Panama realizes the 
. ' 

.. importance of a good human rights record in its rela-

tions with the·u. s. In recent months, many exiles 

have been permitted to return. 

.··.•· 



2 

Since there is no·Consistent pattern. of. gross 

violation of hllinan righ"t,s now, we ·would not cut 

off aid to Panama· as we have to countries: where 

there is such a pattern of violation. 

In anycase,the question of human.rights should 

not be linked to the treaties which werenegotiated 

to protect u.s •• interests in ·the canal. 

Freedom Hou·se, a private u.s. foundation that has 

been critical of Panama's human rights record, has 

·supported ratification of the treaties. 
. . 

A spokesman for the.Panamanian Committee for Human 

Rights;,. a group of exiled. opponents. of the Torrijos · 
. · ~ . . ; :_: ·_ ,~_· . 

· goverriment,·.has testified before. separate corigressiorial 

· committees. that • the issue of· human rights , in Panama 

·should not be linked to the treatie.s ~ 
. .. . . ·. . . 

Conclu!Jion of a.treatywitha·fore_;gn ·government does 
. . .. 

not .. mean, we . approve .:of that.· gove.rnmert t • 

. ~- ... 

·_,_ .. -·.· .. 

-~ ' - . :···.· 

·-·~ ._<··· · .. 

-·:,. .. 

·-. . : . . . 
._,_. 

. . . -~ . 

. ..... , 
' .· ·· .. ~ .. -. : 
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0•, Wlla~ is Panama's ~==~
8

sifuati~n?·.···~i~i i~ .be'sfr:~+·~):,;: .. 
-.enough for Panama to assume contro'l o-f the canal in 2000? :.;:><., 

· ·. Will the treaties help the economy? · · · · · · < · :. ·· - .. ·, .. .· ..... 

- A: -- Panama is economy had an exceptionally high rate. of >;· '- . :' 

growth in the 1960's, one probably not sustainable-

over the long term. Growth started · to fall off·- in 
. . 

the early 1970s and the rise in. oil prices 'and the 

world recession ,accelerated that trend. 
- . ··. . _,_ . . .·. ; 

. . . . . . . . 
To keep demand and employment at- an acceptable level,· · 

.··- ·- . _:::· 

the government has carried out a large p~lic invest-
. : 

ment program. To._.finance the program, Panama 

a heavy borrower in the interna tio~al ·market.; : Thi~ . ·. 

brought a ~jorincre~se in-debt service re~i~emen~s 
from $138 million in 1975 to $253. million in 1977,>_ -. > -· __ · 

- .. _., 

-_ ·a:t the en'd of 1976~ (it excludes maturities of 
--: - . _··.. ';.·· ... 

less than one year)• .pan~ has not defiU.itE!d :()n 
... . ;· 

I. 

·- loan repayments. · 

f . ; . -- the co\lntry' s fiscal and economic problems •''C·-By. ]:'eo;. -_,_··-··· 

·.:· ... '.· 

-~: 

; .. -
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: . . . -. . 

exploit land and water·areas not 

. operate the canal.· 

We believe·the•e~onC>my.will be strong 
. . . . ·. ~-

the year 2000 for Panama to take control of 

canal .• Panama's current GNP is $2 pillion~· .. · 
. .. · 

giving a per capita figure of $1,200.· It 
: . . 

strong free enterprise economy, though 

wea:knesses. · · The treaties would allOl!i Panama· to go 

ahead with plaris to en·large its role. as a: .. ~e~i~e · ..... .·. 

_ .. ;· .· .. 

center for .shipping and regional trade. ·activities.; 

The treaties also provide·• for. trairdng ·the Pariamai'lJ.an····· .... 
. . 

work ·force to take over the canal. 

' .. -·~ 

. i'. 
· .... ·· .. :. 

. . . ·' . ~ 

. . . 

. . . -. ~ . 

. _,· ... · 
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. · .. ··· ........•. ·· ·. • .... z:~~; ··• 
·. · Bail-Out f~r-·Ameri~~· .Ba~ks .. · · ·· · ~-- ···- : · : .. •. · .. 

··.:··.·· .. 

--··.·'· .. 

. . -· .. -~-,·,-.. :_· ~- ·. :~ ~ ' : ;,:·:..,-. -.- -.. 

. . ·_; :_. ~---~.;--~ .::..:·:::~~~~:_-;_ .: . :. -.... 

. . •· Qi ·. Were the. treaties and economic packag~ ·really a bail:'c,~.{J~ __ {;;;~:> · 
-_;:,. __ ... for u.· · s. banks? . ···;c,;}b\.·Tf':<.:· .. ,; 

·- -- .. ·._ -.- '-~·-t;~---·:-.. -~--~<~_. _ _.., ... 

. ,_ .... ···.-A: .. No • The position of American banks ,in Panama was .-. ' · · 
. ._, .. _ ... -.. 

. ·: '· -.~·:: :: 
" :-··. 

never a consideration in the. negotiations. · ·;. '· : ·· .. ~ :" . 

--. Panama's·initial negotiating demands for 

· exceE!ded whatcould have been paid out of,tbe,m()st 
. ' . 

optimistic estimates of canal revenues. · We insisted ,·. 

payments must be made solely from canal revenues and 

our. position was accepted. 
. ' 

The economic ·package negotiated ·separately from the · ·· · ·_·.·.· · ·.•· ···_ · 
.- ·.:· 

treaty was to strengthen Panama.• s economy. and develop,.. ..... 

ment with· no -consideration of the. interests· of ~ericcU, · · 

banks. 
._' _.:, _:· :' 

'.· ·.; 

---- The. Government of Panama hacr borrowed fr~ u. s.. banks 
... 

: ·. 

> Qnly $35'0 million at the end of 1976. ·· .. A Federal Reserve . 

figure of $2.9 billion for claims by :u~ s. bank~ B.~ainst: 
• · Panama ·.in .June, 1977·,. represents l-argely banking tra~s.- > ·• 

· .. ·.ac-tions passing through .. international branch·banks in . 

.. .. , 
_· .• ·.o, :,'.: •> · _·offices of:· mul1:i...;.natic:ma.l . Q()rporatio_n·s~-· 

. • . ·. j; .\. :; •• 2· T!' *~ ~i.iin~ ~I) J:Jt<l ~~;dit poS~t:f~l) /~~ .. ~~ ~;.,~~~.~.,~·. • . . 
_··/~~:.·';;; .. :.•·;•-··-····•-".··-.-~·o_·_:_v .. ernme·n_ t. ·or· th_-_'"''•e'.•;_·•-.c···-._~-_o·_ .. -un __ ·_.·.:~"'-··:,··_·_, s _.:e· ·co· _n·a·· ·m· ·y···_.·• .. '.·_.>_·._· .. ·.·• •..• ·A·_"'-_ .• 1·-...l:.·P_._··._·an; ··a_._lDl_._· ·a_··-,_··.s··.···_._· .. •_ .. ·.·_._._· ... ·.•.:·_··.'·_·,·_ " , · · : 
.. •:.:,".;'/:,'·'.<·:''·-:~ . . . • .. · ·. -~ 

., .·. __ .,._ ... .-_:·:· _.''.':_:.. .:··.:·: 

. ·• Panama ·.-.ca. ~arg~ offsh()re banking, cente~>. and ~egional;. .. . 
._... ·, ,·_ .. ·. -:~.-· .. : .. ::::-\~--~:-: . 



c, 

C: 



.>j. 
"i ,, 
··.;· 

;; - ~~: :; : ':' .. : : - ·:·- -.:: ~ :- ' ~- ' 

·.: ,,·--·,_:,:-·:-·.··· 

Reaction of our Allies a·nd Latln Ne.ighbo~s-' · -. ·~>'<' C:'/ · 
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.. · .. :· . ::.. ... ·' . -.;.,:: ;_ .':<.~:· .·. .,. ·,::. 
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·;; 
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··.\. 
; 

. . ~·:·., .. -:<.~~-j:"::.:·;:;~\,;:~~-/~.:,_<~~-~-~{ ... 
.·-:···,· . . .. : ' · ... ~:::~~--{~;;;~~;-:~-~-;'; -· 

... rQ: By ·phasing out· u. s.. control of the canal,: will our ·• · .•. :. ·~t:; '[, 

•. .. .. ·allies ·perceive a weakening of u. s. resolve to protec:i;'&'/•>l 
its interests and those of ·the free world? ·.How do :our ···.-.. ' ' 

:.· .. _ -· 

. :. __ · .. 

allies a-nd ·Lat:tn AJnerican neighbors;, -·m·any of. t~em · · · -. __ -_<--::~'} ... :·-_,. __ .. 

principal users of· the canal, react tO prospects for··:;· .. 
substa,ntial toll increases? · · : 

.A:: our principal allies-~Wes·t ~ermany, France,, 

Britain, and Japan-..:support the new treaties., -

·'·, 
.. 

They see the treaties as evidence of a maturing 
. . .. 

u. s~ foreign policy, of the o. s. identlfying 

long-term interests and moving to· protect them •.. ·· 

· through negotiations to establish a durable 

ment. 

·They have not objected to the prospect of toll in;.; '; :: · ·.· 
. . . 

. . ··. . . . . 

creases. Rather, they·aee the agreements 

the ·.continued: .availability of · the ca~al to· 

·_ signing ceremony in, Washington on . Septentber 7 and by' -< 

_ . .,._. 

·l'•· .. -.. :.·~- -· sign~ng the ·neclaration·. ofWashlngton expres~:i.llg·· .. : .. -.. -· :·.··· .... 
. . . ' . . . . . ... . - _. . ~- . ··r - - . .. . .. 

·l : : /.>-:.:_,:.:.·-~profound •. safisfabtion· at the- si<Jtiature•-of. the 'new 
·_._·.···i-t .. ; .·:;'.' ' - .;:.· .. •;:>::,:.: tr'•e· ... t.·i.· -e:·.. .. . · - ; < _.·; · .. :,__ • '·'·' . .-. ···· . • . . • -~···- "<:<· -:·· :. · ~->·:_f;>··.-_ ·· · 
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• \ . ·•··•. < l0·c~~ .Jt.~n ·~er{6~n ~o~~!e~ l!ei~h!;(,d.~g I'iin~~·~hQ~e.······· 
~- ' ···:~ :;_.-:.-.. _~:-<:;': . ·-.... ··.--. ·-; -•.. - :". ·. . ·-. . .. . -·.::- -'~,. · .. -.. ·;:_ . ---.:-· ':_-~·-: . ·.-· - '->-· ..... , ::' -~·-::: .. :·-:~; 

. :• .--· .. ,. \.•: ;r·?!'C:.-'·:_);/•<.·-~;;:; .. ~1¥~de. ;;(~ :~E!~,jii~i-~e~~nil~h~-···on ·:t:h·--~~i~~¢_diom))~/ --·····•_-~>" >· . 
.. -;~---\·-~--·- .. · ··· .. : __ .:_:·_. :~~-1:a_:~Rica,,_.~nd .. ;,en~z..i~ia-4r~~:~~·Jil()s~>acti~~·in>· ,~ .. 
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·.support of the. negotiations. that led to ... t.lu! 
·'··· ..... 

. . 

.·· ... treaties.· 

:.:··. 

'.-:··.'· .;:-· 

No nation has objected to the prospect of< 

creases to cover payments to Panama~ The 

require the canal operator, the•u.· s. until the 

year 2000 and Panama thereaf.ter, to charge reasonable 

tolls. A reasonable return to Pancuna ··is consistent , . : 
. . . • . i 

.· . -

.with that obligation• ',l'he current toll rates,.ba~ely 

above those· of. 19l~,are in effect a subsidy to users• 
. . 

that we have no obligation. to maintain. 
. .... · ....... : 

. ' ~~- '.: . " .. 

··.·-. ::.··· 

... j .: 
. . . . ~ 

·.: ·.· .. -
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communist Influence~-soviet .· · 
And CUban Ties to Panama . ·· ·. ~-:'.~- i:::o~ ;..- · 

·..:.:.·_-._·-. 

. ·:Q:·. How are.Panama 's relations witlt ~·us~R? ··.With c~~;::~-~~}%;//D:\~" .·· 
'Is Cuba providing any military assistance to Panama? .: ·.·· ·_ · · · 

A: 

.. . -:·_ .. __ . 

. .: :•· .. .. 
Panamadoes not have d'iplomatie or trade 

with the USSR. · In July, 1977, five Soviet trade _: ·. 

specialists visited Panama ~nd ·discussed. pos'sibilii 

.ties for .a factory to repair heavy-duty equipmentl 

a Soviet coritr.act to build· a hydroelectric plant,··. · · 
. ' . ,. . . . . > .. ·._ ;-' _:· .. 

a Soviet bank: the purchase of Panamanian sugar1_ 

and Soviet conunerce in the Colon Free··· zone.·· No 
. . . . . ..· .. '· . 

. · formal agreements were reached. we do ~~t kl'lotf _; ... 
of any follow-up d-iscussions. · We attach little 

.' significance to the visit. Many Latin. AmericcJ.ri. '··· .· 
. . . . .. :. ,_· ·.- ., .. ·. 

countries have trade relations with the tJSSR~· 
_.-·._:··.,·::.-: 

·:_' . ·'. . ---

Cuba and Panama.E!stablished diplomatl.c:relations 

in 1974 ~- The total Cuban embassy s.taff. is. b~t~een 

25 ~nd 30,. __ .cioW1'1 f~om .. 4o··to· so .illl975.· · Relati~n~ .· .. · 

· .. : .. 
. ··-·, . 
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General Torrijos yisited_ Cuba_in January 1976. He·_ 

expressed . ildmiration for Cuba' a· material aCcomp~~~~j;[::'i;it 
menta, but.· said _-in Cub~=· "Cuba has · found its -ro~~ ":~~J::~~;_Wt;; 

.-~, .:>~!:~:- .. :;_·-'-:.~.· . 
. · ,: .. ·.- .-:- ,'·, ·:;~"' .... -

H_ e ___ ,_-__ ,.,._._,-:,,: 
.. ,;:· 

' - ' 

to socialism~ but that road is not Panama•s.·• 

·has expressed· appreciation for Cuba • s support on ' 

the canal issue. 
..: 
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Possible Soviet/Cuban Military 
Presence Under the New Treaties 

· r 
(Itt:'/ . dJ 
>f'Ut I 

· , Q: Under · the new treaties, could Panama invite Russian 

•' 

or Cuban forces to assist it in maintaining the 
neutrality of the Canal? What about military advisors? · 

. . 

A: Article V of the Neutrality Treaty prohibits Panama 

J• 'oF' ' • ,\. • 

~·-- .; 

·. 

. I 

authorizing a foreign nation to garrison forces or 

maintain military bases. A violation of this Article 

would give us the right under Article rv to take any 

appropriate action. 

The 1903 treaty does not contain this prohibition. 

The treaties would not bar Panama from inviting 

military advisors. But if the number became great 

enough, in our jud~entJ to pose a threat to the 

neutrality of the Canal, we could take appropriate 

action under Article rv of the Neutrality Treaty • 

·· .... 

· . 
.. 
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Sea-Level Canal 

Q: What does the Sea Level Article (Art. XII) really mean? 

A: In Art. XII, the U.S. and Panama agree to undertake 

a joint feasibility study for a sea-level canal and, . 

if they agree such a canal should be built, they will 

agree upon the terms and conditions for its con-

struction. 

In 1970, the Atlantic-Pacific Interoceanic Canal 

Study Commission, a u.s. agency established by act 

of Congress, completed a six-year study of possible 
QJitJ 

alternative routes for a sea-level canalj concluded 

that from an engineering standpoint the two preferable 

routes for such a canal were in Panama. The con-

elusions of that study were reaffirmed by the Department 

of Transportation after reviewing the study in 1977. 

Panama agrees not to permit construction of a new 
. . 

canal in its territory during the life of the treaty 
} 
\ . 

t without u.s. agreement. 

In exchange for this important right to control con-

. struction on the most likely, inexpensive and feasible 

t 
r . 
t .. :.·_negotiate with any other ·country .for a 'right to ~con~ .. ·' ... 
~- . -. .- ' - . ' .,, ;.- .... ' ; . ' . .. ·' ,. ! ... ·. 
l .... . .... . ··:· ~- struct a · sea-level canal through :any other Wester~ · · ..... . 

route for a sea-level canal; the U.S. agreed not to .. · 
~- ·' . . 

. _:· . . 

Hemisph~;-e nation • . Our negotiators judged that we 

, ·:.; <Jot the ·best of the bargain • 
.. . :. 

. . '· ... 
:- .... 

~ .. ~- .•. 
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In addition, the u.s. will have the right through~ 

out . the term of the basic treaty to add a third lane 

of locks to increase the present canal's capacity. 
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COMMON MISCONCEPTIONS 

1·. We are paying Panama to take the Canal. 

Most opponents agree that Panama which contributes its 

location (its principal resource) deserves a larger return for 

the use of its territory. Payments to Panama, which end in 1999, 

will come exclusively from Canal users through tolls--not from 

tax dollars. We built the Canal to use~ the new treaties protect 

our continued use of it forever. 

2. We will lose our ability to protect the Canal. 

The treaties give us permanent authority to take any action 

to protect the Canal against any threat.· The Joint Chiefs of 

Staff worked closely with our negotiators; they believe the new 

treaties will safeguard our defense interests for the future 

far better than the old treaty would. 

3. The treaties are a sellout of our global responsibilities. 

No. They show a world leader recognizing changing times 

and moving to better secure its interests for the future. Our 

principal ' allies~-West . Germany, France, Great Britain, and Japan 

·' · . --suppo~t. the treaties. 

J . . . 
. ~-. f _-.~-- :. · ... : .- .. 4 •· We :have sovereignty · now. 

/
.~:·_..-: .·_:.·.-·:: /, .. -· .. . CNo. We hav_e never claimed sovereignty. For ·example, · we 

.~:~ ,. _ ~~-: .. <~~._.~ h~\.re a~ways :treated . the .. Zone as foreign ' territory' for · i>~rpo_se.s . · .. ·.· ... . : .. 

. • · .. . : · .. of ·CUstoms and maif,_ ·and children born the~e of . ·rion-U& .. ci tiz~n~·,: . 
~ .. . . . 

citizens~ · .. The. 1903 treaty gives us ~ights ~as '':if ;.f. iue~-
_, - .. 

-,._-~pvereign-~_- " ~ - .W~ give .up on~y :-the "trapping~ of -~over_eignty" .. 

. . -
. . . 

. . . ..... 
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which we no longer need. 

5. · We own the Canal Zone. 
'-GI.k·'-' +~-.&.., J 

Under the 1903 treaty we ~e~~Ac-rights~a=~.-~~ and we 
( Klf8ci<J.,. c ...._. 

continue to make annual payments for these rights. ~he eitles 
C:....V~.fwhr\.. L.A--p .. p4"'C$ l 1

• ""' .. c .. ,c..A &...-, 1.1 C. Jo n•f" h~~ *'"':C ~ 
we bane to a pa x-t g~ t:Ae ZoA& ue ~et el:leeeqtteftis i!e the ereaty 
9 ....,_.\.-.,) e-~ "11 1~. rt( """"- ,...,. ., .....-\>c-'k ") I ~ d" ..-.w:;.t . rd f'eol f; $'eo_,, '& f'5'...1.-, tw..\c, 

f• gm p x- i u ate b olQ95 8 I Ret Panama. . . . 
· '\ . I .LI - · cf h.,..+ U.&lcc US ~..1.'.tftt# •')~ 

-t.t...c..r2:;,.....~\J"o' I= f.=ec<wCJC. !t"C. •u• tonoJ!I?~, ~-....... .'c'_:::; ~· _ 
._,., 1te. e • 4:t.- • .,,. , ;.. ,,.lll Li., • f b ••fit•"S.I' iL L:;;J-~ •-<~ ~ ;;;;;::c;At: '0-'- to~ 

6. The trea·ties will lead to Cuban/Soviet presence. 0 ~ ~.j 

An unlikely possibility since we'll remain there until the 

year 2000: we'll continue to have a permanent right to protect 

the Canal from all threats: and Panama has agreed that no foreign 

troops will ever be stationed there after 1999. Communism is uri-

likely to flourish among Panamanians unless we push them toward it. 

7. Panama is unreliable and unfriendly. 

We have close relations with Panama. For 75 years Panama has 

honored a treaty it has long resented as depriving it of national 

di-gnity and a fair return on its principal resource, the .istlunus. 

Surely it is reasonable to expect that future governments will 
I 

honor treaties that give Panama partnership in the enterprise 

t .,. ' 
and restore its dignity. 

8 •· ·_ ·Torrijos ·is disreputable and· unreliable. '· . ~ . ~ . . 
.. ·i·· 

· ;,:· .... , , .". , . . "'l'orrijos ·is qontroversial, but signing a treaty _ with hiln .. does 
'1:.·.:_) :. ·. '>"· .. ~ .. :: . . ·. . . . .' .. . . . ~-.· . ...... ~.. -... 

- . '_-_.not-me~n_ that we endorse him p-ersonally.- In any case, . we : ~ill 
; : 

op~rate · and defend the canal .for 2.2 _more_. years and it is ·unlikely 

. ·. 

' . ' 
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9. The· Torrijos govetnment viola;tes htiman· ;rights. 

:Pana,ma is aware o;f our concern about some of i .ts J?l:'actices · 

and ·has acted to modi~y some of its objec.tionable laws, .· In any 

event, we · should treat human ric;rhts and the Canal issue · separately, 

as does Freedom House which criticizes Panama's human rights 

record, but supports the treaties. 

10. The Torrijos -governmerit i's anti-Semitic. 

Panama's Jewish community leaders have categorically.denied 

the charge. There is no bas~s to it-

11. Panama and Libya have agreed to make Panama a base for Arab 

terrorist ac-tivities in this hemisphere-

Not so. Their agreements were routine and reflect no special 

relationship between the two countries • . Indeed, ToJ:'rijos• recent 

visit to Israel has strained relations with Libya. 

12~ · We should not· sign any treaty with a: dictatorship like the . 

Torrijos government. 

The feelin9 by Panamanians of all political persuasions that 

the present arrangement is unfair and unjust is quite independent · 
. . . 

of . the current leadership in either Washington or Panama. ·panama' s 
- . 

plebiscite shows strong public support for a treaty. ·- ."' 
.. . ~ - ~ 

• ·:.. • + . . . . . ~ . 

, . :''{ .:;p· :: :::: 
~' ~ 

perpetuity •. ·."·. ··:- .·· ,· ~- ~· 

a permane~t . u. ~ .• ·. pr~~~n~~ · ·~e-em~~~~~a·~; to. ~radrc·;·ie~·" 
. .. . . · . ..:. ·· . 

. ~..;_--:--'~~~--'---· -· ----··- . .. ... . 
. . ~ . 

• • 0 

·. · ' 
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was disease-ridden and still C1 jungle frontier.} But by 

. 1965 . this presence no longer seemed necessary in perpetuity ·.·. 

and under the new treaties, this presence would end in the 

year 2000. What we still need permanently is access to the 

canal, and this the new· treaties establish • 

14. We negotiated under duress. 

While the United States is a super power, Panama is a · 

very small country. · As Presiden·t Carter has said, we con-

sider the canal to be important, and we will take whatever 

action is necessary to protect it. Panama understands. 

:1s. Panama lacks the technical capacity to operate the canal. 

Seventy-five percent of present canal employees are 

Panamanians. In the 22 years before Panama takes over 

operation, Panamanians will receive the training and experience 

to operate the canal efficiently. Self-interest will give 

Panama the incentive to develop the needed skills. · 

16. · Tolls will rise precipitiously. 
- ... .. 

Experts estimate only about 30 percerit. This will >, 

mean an immediate increase of about $60 miilion in payments by 

users for goods that gross about $40 billion in annual sales. ·. 
. . 

Thus; the increase in delivered ·cost for . most commodities would 

be less th~u~ one percent. ·The u.s. will set the tol.ls until 2000. · 
• •• - - · · · 1 <( 
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and thereafter Panama's self interest in keeping traffic. up · . . :~:, , 

will restrain any impulse to raise tolls Unrealistically.- ;_~ ""' .-:: ~ '. 
to\\s ...., ~ \\V"lsc... ~tM. "":\o-"-e.,;.\o" \~ C.c.c....~oHC. ot-f"'f . lo.""''~ ~-, . 

17. ·The treaties are a -bail-out of the New York bankerse' 

'Not so. Panama is a flourishing regional banking center -~ -._ 

(71 banks with $9.7 billion in assets for customers public and 

private, in and out of Panama). At the start of 1977, Panama's 

government had a disbursed external debt of $1.1 billion of 

which $356 million was owed to U. s. banks. But Panama has 

never defaulted on a bank loan and there is, therefore, no 

reason for a "bail-out." __ 

18. We have abandoned the Canal work force. 

The treaty states that ·the Canal work force will enjoy, in 

general, the same terms and conditions in effect immediately 

prior to the treaty: In some cases, workers wlil have more .. 

·rights than now. Employees adversely affected by _the treaty 
. . 

will- be eligible for · priority job placement assistance arid --~; , . 

liberalized early 'retirement . . 
·. .. -

. ·;; .. -_ .. 

.. . ·\, ' 

f ·• r 

.. -- 19. We risk having access to the Canal denied to us in wartime ·_, ·-_ 

I .. 
or other _national emergency. -. ~ ' 0 

: •• • • •• 1 

· . 

~ · :-'<· , ... :· _ Not so. ·-. Panama knows that ~e ~have ·th_e_ ri.glit to . take _._ ~: .:. J .. 

' ._ ·, - _ .. _ . --'.- - . -·-;,- . - . . - _·-- ~ : :" ~- __ ~·::, -.-. _ .. -. ~ _,_- .. -_.---._ . _--::_~-~-:-~"-~·'2·-;_: -. __.:;··: 
''>· -·:--. · , -_ '- · ·whatever action -we deem ·necessary .to maintain our . access .to ,_-: :':-:.::- :_"_ · ... 

_.~-._: .. -·-.:·: ·:.; .. ·· -~ ~ .. -~ .· ': ·#··.·.- -~~ .. __ - .. ... :. .'·,.; .. ·_. :···:! :_ :--·,: -.~·-_::~--'~' - _:.;·>~;~--~---~---- __ ··.-
. ~;~--~- :._ ._: ·:,·_,· the _canal. · _ -:rurt~ermore ~: .. __ in'_ .emergency .. :sj, 1;ua tions ~- ; we -have :: the f·~-~~ -- ; .. "-.-~~:· ; .. . :·:: 
• :.,-:,:_~~~-~;,~ • ._.·~· .--., .. _~;;,:~·:_·_ .. _ ...... !". --~---~.:~:---:~<:·/:n ~- -, ·~~-:~. ;_~~:;.· . ·~:~.-- ·,. ··.i. ·, ·.·::··· /···:·. --~ ·_·.··.· .. ~· .,~,::~·-'< .. ~ . J:~·-~·:<~-:-·:~)-~;;'.-.··::,·_~·:_~_.-· .. l~,:~::· 

· -- · >·_right , to _ go 'to the _head :qf , the · l;i.ne • . Panam?l_ woul,d· nc;>t ~ .want t~o :···7 < ·. \ 
.... ~ ~··I : .... ·' .• :• • .·:. ,~.~. o ,,:· • _. ~ :' .<·., .. :. ~· • ~ ::~ ·,· •• ~ .. -. : . ~ :- '··.,, '• : ••. ·.:· .'.·; .• ~·.,_-.... ,~ -:': ·~ 

-._-··challenge t 'hese_ --r ·i _g-hts, :: sdn~·e -t·ne . politic'af~.and-'-econ~mic;: _-.-r1sks:.-_;_-.' '. -~ .:::: 
-~~-.: .• ,_ · -::-- · .. . - ·- -- :~. __ , ,",.-.-.;_ -/~:-: _:-'-_ .. ~, .. :~:;.., _-\<:·,: .. ;.-:·~-:~-:~~;:': ->:·<' .; -::.-. ---· ··,_:<'J(:.r:.: -. -;;/.< .. .-.. : · .. : -.)· .. · 

··!_:-: .- ... ,- - of ·do~ng so would · be huge·. ·: , __ , ·- ~--·"'----:~· .... _-.· ... : -:. · · · -~ < _·· .', 

..,~-::~· . .:.·:~·: .. ··· . .... •.. ·,' .!·l . .._ .. ~:-. ' ,\ r~ .• ·,, -:-:.;_~"'·~·.•.· ~-~--. d- •• -~"'.:::~·:·: • •• ·1.: • 
.··.-. 

. .. : .. · ~-_:. '· 
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. 20. Latin American support for Panama Is control of the Canal .. r 

· is more appearance than ·substance. 
. .. .~ 

Not so. 26 Latin. American countries signed the Declaration 

of Washington supporting the treaties. Leaders are watchin.g 

our debate over the treaties very closely. The region's lead­

ing democracies who are the countries most directly concerned 

are Panama's strongest supporters for the treaties. 

21. Cart·er has broken his campaign promise never t ·o give up 

the Canal. .. ·. . . .- ·~ :- . 

The President promised not to giv:e up "effective control •. " 

Under the treaties we will operate the Canal in this century 

and will have the permanent right to keep it open in accord­

ance with the terms of the neutrality treaty. 

I 22. The Senate should ·not ratify a treaty opp·osed· by the · 

I · . Amer·ican people. 

Many people who oppose the treaties simplydo not undex--
: ~ : . I , .. >stand them. Polls indicate ·this • . our ·job ~s to p~es_ent a ·'·.·;.· .. · 

~- - . . -. 

·i .. · 
I 

' 

fuil explan~tion so ·that -a reasoned and informed _ judgment · cB:~ 

be made of whether the' treaties are in our national interest. 

· 23 • . We cannot prot·ect· ·the canal···wit·hout ·re·tairiing our full . -. 
·. 

I
! __ · .. · . rights in the z·one. )_ :. -:~·- ,. ·· ... .- ·.: ... ····: . . _ :::·\-~.> _., _.,:;~·· · -· ..... .. , . 
: .-,::···: : ._,_ ~ - ·/> ·. ,. ·N~~ - :so.·.·.,: · D~·f_e~~e . ~~··:-~he :·:~t~tu~ ~-~ :~-~o~i~ : ;te~d · ~l~~~·~.'~ji~-~:.t.~~~?·;~.--·~::~- }, 

0
, ',-,;~ ~:. •' 0 , • ''1~ , .'. !. a;.;.-,,~.:;",:~\·.-·:•, 0.:,.,;_·' ,' ,_•.''-._:~ :-,> ;','"" •)-~~,,~_·,~ , : .. , _;: ';;~·'. .~·-·,,,::·",,, ... _,'' ' ' , .• ~·,~~-.··~·· .. :•vJ: , 

. cer-~ainly to. signific~nt . proplell\5~ . ; .. On th~: ,o·ther _ h~nd, · :_rel.~n~ . . >.:·:· 
...... !'•.'., r 

·' ·quishing ·-wh~t · we do ~not ';,·heed'. reduces the iikef iho.o¢1 ' 
~:··· .· ' ·· ....... ·.·.,·.· ..... ···~').~;:..,f;'".:.·<·:.;···<' . ·t .. ,·:_·'-:;i: . ........ ·.:-·· ··,"· :<·': · .. ' :·,.,_.'.:. '-i.-. 

> .. need · 'for · fo:r:ce ·, .. ·gain~· .Pan·~ • s c:oope·r~~.i~ri .in · ;c~_naJ.:· de~ense, ,·: .·: 
· .:.... -- · :... . ,. - · .... I __ .. ~~:~--~_,t~;=··_-;.··._ · ~.::_ ~-

. ~ . .- ).... ~~~;·! /_ -~- ·•.·.· -~ . ; 
. . ' - : : : .- . . ,· : . ~ , . - . ...... -. 

-.. ~- . ·, . . . . -. · .. · ., . ·.·.:· . 
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and, finally, : gives ·us : the. ·r~ght to defend the 

.neutrality . permanently. _ .. :., 

24. The new treaty 'with Panama will not last. 

Pan~ has a good record of abiding by its treaty obli­

gations, including those under the present treaty~ ,, · I 
. . . . . 

-rather take my chances with a treaty supported by twa out 

of three Panamanians in 1977 than a treaty signed more than ·.· 

70 years ago by a Frenchman which is now and has been univer-
'.· .. -.·. 

sally opposed by Panamanians. 
. ·' 

• •• !"> • ·.. • --- ~ 

-· . .,_ 

25. The ·treaty goes too· far in trying to ·sa·tisfy Pa·nama~ 

Perpetuity and u.s.· jur~sdiction . over the canal :Zone .• ' r·· · 

are the key objections by . Panama and other nations to ··the --~:._ · · · ~- :< : .. -· 
. ' . ' --. ~ - . 

existing relationship~-~ No new ·treaty -would be possible . :·-..:- : :<- : : .. -': .. .- .. : 
• '• • • -· • • • ,: ·~ '-~ • ·, - I • • ·,. ' .:" • -.· -.··.. • • •• • • ' • • '·~;'. :, • -~ ~ ... ~ •• •/, ;,_l 

without · eltminati6:n· of these aspects of .. the 'exisf: incj. rela-·-:,'' ·:>·: ?. 
- . - . - . . . - ... -. - . ~ .. _: -.- . 

tionsh.ip~ . ' tn· a tough: negotiation, ··nei_ther -.. side gets all it~---<::r.:::._--, -
mi~ht· .. lik~- , but these trea~i~s ~~rit~·i.J _~eve~;- ·.e:l~~ent .. n~~d~·d :-: \L-.:~··-~<:~_. 
to obtain ···~~r ob)~ctive of . pe~anent ·ac'ces's to an · e~:f _ici~~~~;.·_ --~-~;--:'-'_:·,. 

--~ ' . -~- ~ 

operated and se~ure :cazia~> ;. . - -~· /" 
. ' 
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IV Courts and Related Functions 

NOTE: 

senators Byrd and Baker were informed that this represents 
preliminary State Department recommendatlons which have 
not been cleared by OMB or the President. 
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I. PANAMANIAN RET~TIONS AND SECURITY ~~TTERS 

Membership on Environmental Com.ITiission, 
Consultntive Committee, and Sea-Level 
Canal Study Co~nittce 

Under Article VI of the Treaty a joint U.S.­
Panamanian Commission on the Environment will be 
established. Article III provides for the estab­
lishment of a joint Consult.1.tive Committee \vhile 
under Article XII a joint committee to study the 
feasibility of a sea-level canal may be established. 
A procedure for appointing the u.s. members of these 
bodies must be established. 

Sea-Level Canal Study 

l~ith respect to any sea-level canal study, the 
Administration intends to recommend that any such 
study be forwarded to Congress and that the construc­
tion of a seQ-level canal be made subject to express 
Congressional authorization. 

II. Pl\Nl\Hl\ Cl\NAL CO.M."-HSSION 

Orqanization, Structure and Responsibilities 

Article III(3) of the basic treaty provides that 
the United States shall exercise its rights and re­
sponsibilities under the treaty through a United 
States Government Agency called the Panama Canal Com­
mission. - -. The treu. ty specifies that the Conunission 
shall be sup0~vised by a Board composed of five U.S. 
nationals and fou~ Panamanians and that the Adminis­
trator shall be a national of the U.S. and the Deputy 
Administrator a national of Panama until 1990. There­
after the Administrator will be a Panamanian national 
and th0 Deputy Administrator a U. S. national. 

Aside from these provisions, all other aspects 
of the Commission's organization structure, and 
responsibilities u.re to be determined in accord­
ance with U.S. law. The Boa rd members and · officers 
would be appointed by the President. A quorum of 
the Doard should consist of a majority of the Direc­
tors, of which a majority of those present nre u.s . 
citizens. The C01runission could be constituted as a 
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new federal agency, as a component of an existing 
agency, or as a corporate successor to the present 
Panama Canal Company. The latter option appears to 
be the most desirable in view of the success of the 
existing corporate entity. 

Borr owing Authority 

At p r esent, the Panama Canal Company has stand­
by authority to borrow funds from the Treasury. The 
Administration intends t_o recornmcnd that this borrmv­
ing authority be continued. 

Interest Payment 

The existing Panama Canal Company makes pay­
ments to the Treasury designated as "interest., on 
the "net direct investment of the U.S." in the Canal. 
Althoug·h the 1977 treaties do not preclude the con­
tinuation of this practice, these payments would place 
a significant burden on the tolls structure during 
the period of U.S. operation of the Canal. Thus~ 
the Administration intends to propose to Congress 
that. the Commission not be required to continue 
these payments . 

Inter-agency Transfers 

In order to facilitate efficient utilization of 
U.S. resources in Panama, inter-agency transfers and 
6ross-servicing agreements should be authorized . In 
addition, the Department of Defense should be author­
ized to operate schools and hospitals presently operated 
by the Canal Zone Government on a reimbursable basis . 

Payment~ to Panama 

Article XIII(4) of the Treaty provides that 
Panama shall recei.ve from operating revenues of the 
Commission (l) $ . 30 per nct Panama canal ton of 
vessels transiting the Canal and (2 ) a fixed annual 
payment of $10 million. Article III (S ) of the Treaty 
obligat_es the Commission to reimburse Panama $1 0 
million annually for the cost of providing certain 
public services. This amount (which was based o n 
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our best estimates of the cost to Panama) is to be 
readjusted every three years based on a demonstra­
tion of their actual costs. The present payments 
to Pannma of $2.3 million <:~remade through a special 
State Department appropriation. It is contemplated 
that the present appro~riation would be discontinued 
and th.:.t the Conunission would be authorized to make 
these payments from operating revenues. 

The Commission would also be authorized to make 
the contingent payment pursuant to Article XII(4) (c). 
Accounting rules should be established to determine 
the availability of funds to make the latter pay~ents. 
These should provide th.:.t, prior to ~ny contingent 
payment, there shall be subtracted from operating 
revenues all expenditures including fixed payments 
to Panama, operating expenses, prior deficits, antici­
pated capital requirements, and amounts payable into 
accounts established Lo provide for the impact of in­
flation during the effective period of a given toll 
rate. 

Authority to Esto.blish Tolls 

Article XII(2) (d) grants to the u.s. full au­
thority to establish and modify tolls although it 
is expected that the U.S. will consult with Panama. 

Toll Rate Bases 

In brder to insure that tolls will be establ~shed 
at a level which will enable the Commission to oper­
ate on a self~sustaininq basis , a tolls formula 
should be utilized whic~ takes into account the 
following elements: 

1. Anticip.:.ted costs of maintaining and operat­
ing the Canal, 

2. Fixed payments to Panama under the Treaty, 

3. Any operating deficits from prior years, 

4. Anticipated capital requirements, and 

5. The impact of inflation over the projected 
period of a given toll rate. 
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. The formula would not .include the contingent 
payment under paragraph 4(c) of Article XIII. 

Notice. Period for Tolls Increas e 

Congress may wish to shorten the present notice 
and comment period of six months prior to a tolls 
increase . A shorter period would enable the Com­
mission to respond more rapidly to changing economic 
conditions which necessitate adjustment of toll rates. 
It may nlso be necessary to provide for an abbreviated 
notice and comment period so that toll rates in effect 
when the Treaty enters into force will accurately re­
flect anticipated revenue needs at that time. 

Special Tolls Arrangements 

It is anticipated that special arrangements con­
cerning the payment of tolls by military vessels of 
Colombia will be continued. Regarding the payment 
of tolls by U.S. Goverr1ment vessels, the present 
system of indil.·cct paym<;nt through a·n offset against 
interest pQyments should be converted into a direct 
payment if interest payments are discontinued. 

III. EJI~PLOYEES AND POSTi\I. l'1ATrrE RS 

~mp .l.otee Benefits u_ndcr the Treaty 

Article X of the Treaty provides that the U.S. 
shall establish employment and labor regulations for 
all categories of Canal Commission Employees. These 
regulations will implement specific guarilntees con­
tained in Article X for the benefit of both U.S. 
and Panamanian employees. In addition to the place­
ment and early retirement benefits discussed below, 
Article X cont.ains such basic guarantees as the right 

. to bargain collectively', the continuation of terms of 
employment no less favorabl~ than those in effect pri-
or to the Treaty, and the principle of non-discrimination . 

Additional Employee Benefits 

In addition to the benefits provided by Article 
X, the Administration has under consideration addi­
tional provisions for the benefit of U.S. employees . 
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These include educational travel benefits, adjustment 
of compensation to reflect any cost of living in­
crease resulting from the withdrawal of post ex­
change , commissary, and postal privileges five years 
after the effective date of the Treaty, and authoriza­
tion for the continuation of overseas recruitment and 
retention remuneration for current employees and future 
employees recruited in the U.S. 

Early Retirement and Placement Assistance 

Article X of the Treaty requires the U.S. to 
provide an appropriate early retirement program for 
all Panama Canal Company and Canal Zone Government 
employE.es, and , to the maximum extent feasible 1 to 
place any such employees \vhose jobs are discontinued 
in other U.S. Government jobs. 

The Administration is in the process of formulat­
ing proposals to implement these commitments. The 
Administration intends to propose that placement as­
sistance be extended to all u.s. Government employees 
in the Canal Zone or in Panama, although the Treaty 
only requires that Canal Company and Canal ZonG Gov­
ernment employees be afforded assistance . 

With respect to early retirement, the Adminis­
tration's proposal will offer som~ benefits to em­
ployees of other agencies in Panama as well as t o 
the Canal . Cornpany and Canal Zone Government employ­
ees. The early retirement program will not require 
employees to exercise the early retirement option 
immediately . 'l'his will reduce the cost of the pro­
gram and encourage skilled and experienced workers 
to stay with the Commission. 

Postal Mutters 

Provision should also be made to discontinue 
the Canal Zone Postal Service and to honor out­
standing postal suvings certificates and money 
orders • 

IV. COUR'l'S AND RELATED FUNCTIO~S 

CONFIDENTIAf 
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Modification of Existing La w to R~flect thG 
Termination 6r u.s . Jurlsd~ction over the 
Canal Zone 

u.s. jurisdiction over the Canal zone wil l 
terminate '.'Jhcn the Treaty comes into force. Changes 
in the numerous statutes which refer to the Cana l 
Zone may be. effected by a generic amendment . It 
will be necessary to repea l provisions of existing 
law which establish the canal Zone and its Govern­
ment , as wel l as other provisions which would no 
longer be appropriate under the new Treaties. 

Judiciary and Law Enforceme nt durinq the 
T:ral1-s-rt:i oi1-:Perioa 
It wil l be necessary to conform present U. S . 

judicial and law enforcement functions to the pro­
visions of Article XI , which establishes a thirty­
month transition period during \vhich the U.S . will 
continue to exercise enforcement and judicial func­
tion5. 

Irnmiqrat~ ion 

In connection with the termination of the Canal 
Zone , the J\dministration is considering a proposa l 
\-Jhich \vould liberalize immigl~ation requirements for 
certain non-citizen U.S. employees. 



ATTACHMENT II 

'WASHiNGTON · 

FEB 1 0 iS1o 

Dear Senator: 

As debate begins on the Canal Treaties, questions have 
arisen about the financial viability of the Canal under the 
new arrangements and also about financial obligations the 
United States 'vill incur as a result of the new Treaties. 
Enclosed are answers to some of the principal questions 
which have been raised. 

In the _last analysis, the U.S. security and co~.ercial 
interests these new Treaties are designed to serve cannot be 
measured in dollars. Under the past arrangements, the 
benefits that we have received from the Canal have far 
outweighed the costs of construction, security and the 
nominal annuity paid to Panama. Ne feel the costs asso­
ciated with U.S. operation of the Canal between now and the 
year.2000 will be more than offset by the benefits derived 
from our continued use of the Canal during an o rderly and 
efficient transition to Panamanian management , and from the 
cont_inued . maintenance of U.s. troops and facilities in 
Pan~a for -the next 22 years. 

With best wishes. 

Sincerely, 

0' ~ ~ . 0 __ 
~ "~-:~(~/~,A-"- ..........,;~f..J-J. 
Harold Brown ~ cyr s Vance . 

Secretary of Defense · Secreta y of Stats... ._ 

~c:?~~ 
Clifford L. Alexander, Jr. 

( 
\ 

Secretary of the .~y 
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1. Q: 

CONfiDENTIAL 
ATTACii1-'f~NT 

Can the Canal !:eally me_e .. t its costs on the basis 
of tolls alone? 

A·: Al~ the studies relating to t."'>.e costs of operating 
the Panama Canal, and to the possibility of in­
creasing Canal tolls, indicate that revenues will 
meet expenditures , including the pa~ents to be 
made to Panama under the new Treaties. 

Since 1915 toll revenues have risen from S4 million 
to $165 million in FY 1977. Traffic is projected 
to increase at an average annual rate of 2.2 per­
cent until the end of the century. The best 
available studies project revenues as follows: 

Canal Revenue 

Toll Increase 1980 1983 
($ Millions} {$ Millions ) 

. 0% 197 205 

25% 243 248 
'-

30% ·25(J 254 

Various estimates have been made of the Pan~.a 
canal Commission 1 s operating costs . An exh~ustive 
study on Panama Canal Commission cost projections 
bas _just been prepared by Arthur Anderson and 
Company for the 1979-198 3 period . These pro­
jections conclude that Canal costs , including 

· payments to Pan~a and taking into account ·in-
~ flation , will range between $238 million to $247 

million in 1980 and between $237 million and $262 
million in 1983. 

Our negotiators made their calculations on the 
basis of a toll increase of 30 percent . Our 
studies indicate that even larger toll increases 
could be applied if necessary , to produce addi­
tional re~1enues . Hhile the range of uncertainty 
increases for the later years of the Treaty 
period , we believe it is reasonable to expect that 
the Cana l enterprise can meet all its operati~g 
costs , including payments to Panama required by 
the Treaty . 

CONFIDENTIAL 
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Q: Won't toll increases ~ea~ less traffic and less 
income? 

A: A study of Canal traffic and revenue forecasts 
recently completed by International Research 
Associates concludes that substantial increases in 
tolls will produce a substantial increase in total 
income despite some drop-off in · tra£fic . A 30% 
toll increase would generate 27% additional 
revenue in the first year, dropping to a stable 
22% increase after seven years. A toll increase 
of 75~ would increase revenues 58% in the first 
year, dropping to a maximum attainable stable 
increase of 40% after 7 years. 

Q: What about the hidden costs of higher tolls to 
the American conslliuers? 

A: A toll increase of 2 0 to 30 percent over axisting 
levels will have a minimum, if not negligible, 
Xmpact on our trade and economy . A toll increase 
of about 30 percent will involve a total trans­
portation cost increase fo~ Canal shipments of 
less than 1 percent. Users of the Canal would pay 
only about $50 million more L~ tol~s p~r year on 
cargoes· that have a value of roughly ~50 billion, 
or one-tenth of 1 percent. Of the $50 million , 
a.s. business and consumers will be the ult~ate 
payers of only about $15 million. T~e ovarall 
impact ~ . .,ill therefore be negligible both in terms 
of American businesses and the purchasing pqwer of 
the · consumer. 

Q: · HO\., can tve be sure the Panamanians will maintain 
the Canal so it can, in fact, stav ooen? 

A: Under the ne\-T Treaties, Panama • s self-interest 
will give that country every incentive to maintain 
the Canal and operate it . as efficiently as possible. 
Furthermore, over the next 22 years, the United 
States '-"ill be working with Panama toward this 
end. Pursuant to Treaty provisions, we will 
establish training programs and provide on-~~e-job 
experie~ce at all levels. Under our guidance, 
Pan~~anians will increasingly participate in · 
management. ApproxL~ately 80 percent of the 
current work force is Panamanian, and there is 
every reason to believe that by the year 2000 
Panama will be fully capable of operating the 
Panama Canal. 

-GaNFIDENTIAL 
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Q: Nill t~e T~eaties reouire anv aoorooriated funds? 

A: Payments to Panama under the Pana~a Canal Treaties 
will be maae tram Canal revenues, not tax dollars. 
Moreover, all operating expenses of the new entity 
will be paid fxom Canal revenues. 

Q: 

Administration spokesmen have testified on several 
occasions before Congressional Committees that the 
transition from our present role to our proposed 
role under the new Treaties would entail some 
costs in the u.s. budget. One major cost would be 
relocation of Defanse installations, estimated at 
$43 million for the first three years. Another 
would be an early retirement program for Canal 
enterprise and certain other employees. The Canal 
Treaty provides for an optional early retirement 
program as an employe~ security assurance for 
th~se employees. The design of the program, 
however, will be at U.S. discretion. The programs 
which have been discussed within the Administration 
range in cost up to $150 million. There will be 
additional DoD costs resulting from a merger of 
the Canal Company and DoD activities, and assump­
tion of any non-·re.L-nburseable costs for health, 
education and other support functions. The total 
appropriations impact over 21 years based on 
present in£oL~ation is unlikely to be much more 
than $350 million. None of the appropriated funds 
for _these costs would go to Panama. 

Are there other budgetary L~plications? 

A: Although not required by the Treaty, the Admini­
stration •,.;ill recommend that the ·rreasury cease 
collecting annual interests payments from the 
Canal Company which have been paid since 1951 
and which are currently averaging $18-$20 million. 
It 'tvill be up to Congress to decide whether to 
accept the Acministration's recomn1endation. The 
Administration's recommendation is based on the 
fact that we have alwavs treated the Canal as a 
public utility, the use of which benefits the --­
country as a whole in peace and war. 

A separate economic and military cooperation 
package of $345 million over five vears -- all in 
repayable loans, credits or_ guarantees - is 

--ci1NFIDENTJAt 
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Q: 
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plannec . This ?ackage depends on d~veloprnen~ of 
programs to meet existing Congressional established 
criteria. Only about $5 million in appropriated 
funds would be required to support the repayment 
guarantees for the military credit p rogram as a 
reserve fund; none would be paid to Panama. 

Nhat about t he contingent SlO million pavment? 
\'lill ,,..e be obligated to pay off on that in the 
year 2000? Will it be part of the toll base? 

A: The conti~gent $10 million annuity is payable only 
if ·operating revenues produce a surplus over 
expenditures, \vhich include among others the 
variable annuity due Panama of $.30 per Canal ton 
and the fL~ed annuity of $10 million. The con­
tingent annuity will not be figured in the cal­
culation of the toll base . 

Q: 

If the surplus is insufficient to cover the entire 
payment of the contingent annuity , the shortfall 
is carried over to succeeding years. Since pay­
ment is contingent Dn available surpluses, the 
United States is not obligated to pay o f f on any 
accumulated unpaid balance in the year ·2000. 
Panw~a's negotiators have ac~~awledged this fact . 

What is the value of propertx to be transferred 
to Panama under the terms of the Panama Canal 
Treaties? 

A: Canal Company and Canal Zone Government property 
which ~..rill be transferred to Panama during the 
life of the Treaty had a net book value in 1977 of 
$96 million. The Canal, its related installa­
tions and other facilities which will be trans­
ferred upon termination of the basic Treaty are 
expected to have a net book value in the year 2000 
of $98 million . Thus the monetary grand total of 
existing Canal Company and Canal Zone Gover~~ent 
property to be transferred to Pana~a by the terms 
of the Canal Treaty is $194 million. Pana~a would 
also receive ca~ital i~orova~ents to the Canal and 
its facilities made during the Treaty's lifetL~e 
which the Canal Co~pany, based on pla~,ed capital 
improv~ents , currently estLuates at $454 million. 
The true value of the Canal and its ~elated 
assets, however, car~ot be &.easured in terms o£ 
cash inves~~ents. The true value to the Unitec 
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States is ~eas~~e~ i~ terms of our ability to 
conti~ue to usa the waterway. 

The approx~~ate acquisition and improvement costs 
as of FY 1978 of military facilities to be tur~ed 
over to Panama: 

Treaty starting day 
Other facilities to be 

turned over sometime 
d·uring the Treaty term 

on termination of the Treaty 

Total cost of military 
facilities 

$,27.5 million 

$291.9 million 

$352.9 million 

What ~vill be the military reloca~ion costs to 
rueet the reouirements of the Treaties? Wh should 
we ear an~ costs? 

A: Lieutenant General McAuliffe, Commander-in-Chief , 
United States Southern Command, has made an 
initial estimate of the costs required for the 
first three years: · 

Relocation of Albrook 
(east of the runway) 

AFB facilities 

Relocations from Ft. Amador 

Relocation of Curundu 
Antenna Field 

Rehabilitation of postal 
facilities 

$19.9 million 

17.4 million 

5.3 million 

.3 million 

$.42. 9 million 

These are preliminary figures which have not yet 
been subjected to any budget revie;,-1 process. 
Somes costs are still under study and not avail-

--able; e.g., those involving the exchange service 
warehousing complex , costs associated with sur­
veying boundaries , installat,ion of fencing 1 

lights , etc. 
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The Treaty provides that we will maintain a 
military force i4 Panama until . the end of the 
century . With or without tbe Tre aty some re­
location would be recommended in the interest of 
efficiency . 


