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THE DEPUTY SECRETARY OF STATE
WASHINGTON

NSC UNDER SECRETARIES COMMITTEE

SECRET
MEMORANDUM FOR THE PRESIDENT
Subject: Panama Canal Treaty Negotiations

Tn accordance with my recommendation of March 20 and
your approval conveyed to me by Dr. Kissinger on June 18,
the Under Secretaries Committee initiated an Inter—Agency
-eview of our treaty relations with Panama and is pleased
to transmit its findings and its analysis of the several
policy options open to the U.S. (attached) .

. 8ince undertaking this policy review two new pertinent
developments have occurred. Panamanian Foreign Minister ‘
Tack has written to the Secretary of State proposing eight
principles as a new basis for negotiations, and Ambassador
Anderson has resigned. Although we find that the Panamanian
position contained in the Foreign Minister's letter warrants
probing to determine whother it offers new prospects for the
negotiations, which we expect Ambassador Anderson's successor
to undertake, we recommend nevertheless that Option B be
adopted now and implemented in consultation with Ambasssador
Anderson's successor. :

i N The Under Secretaries Committee has approved the uni-

; lateral actions not requiring congressional action which are
i * 1isted in the attached, with the exception of items IV, C,

! 23, 24 and 25, pertaining to SOUTHCOM and proposed changes

i . in the administration of the Canal. These approved actions

i will be implemented at some future date after appropriate

: consultations with the treaty negotiator. We shall keep you
! informed of the progress of the implementation of these meas-
i ures. :

. The Committee proposes that you approve the following
i measures requiring congressional action which we believe

would not encounter serious congressional opposition: 1V,
‘B, Nos. 5, .15, 16 and 17 which involve changing the Canal
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Zone's postal system, excluding the application of U.S. wage
and health standards to Panamanian enterprises in the Zone,
transferring a tract of unused land to Panama, and permitting
Panama's lottery tickets to be sold in the Zone. Further we
recommend that you approve in principle all of the measures
listed in IV D of the attached which would be implemented when,
after consultation with the treaty negotiator and with key
members of the Congress, it is believed that taking such steps
would advance the treaty negotiations. We consider all of these
actions to be desirable for improving the negotiating climate
and reducing our vulnerability to international criticism.

With respect to the questions pertaining to SOUTHCOM and
the proposed changes in the Canal administration, the Under
Secretaries Committee finds that further study on these matters
is reguired to determine the advisability of these changes. I
have directed therefore that such a study be undertaken and I
shall be in further communication with you in this regard.

Kenneth Rush
Chairman

Attachment

Inter—-Agency Review on Panama
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PANAMA CANAL TREATY NEGOTIATIONS

I. THE PROBLEM

Nearly two years of negotiations with the present Gov-
ernment of Panama has resulted in very little progress to-
ward reconciling our widely divergent positions with re-
spect to a new canal treaty. The lack of progress has
contributed to tension in Panama as well as to frequent
criticism by that country and by other nations of oux
"colonialist presence" and, to a lesser extent, of our
military presence there. It is timely, therefore, to review
this situation in order to determine how best to progress
toward a new, mutually satisfactory treaty, to minimize our
vulnerability to international criticism, to avoid the
emergence of a hostile posture on Panama's part, and at the
same time to avoid jeopardizing congressional acceptance of
a new treaty relationship with Panama. In this review we
must also keep in mind the objective of keeping the Canal
always open, efficient, and available at reasonable cost to
the world's users.

II. THE NEGOTIATIONS

A, Thelr Current State

After six months of intensive negotiations, the U.S.
side presented in December 1971 a comprehensive draft treaty
offer which provided for the continuation of -our rights to
operate and defend the canal for an extended but specific

period and which at the same time tock cognizance of Panana's

interest by returning to that country rights and properties

we no longer required. A year elapsed before Panama replied,

although Panama's negotiators had appeared to accept much of

the U.5. position. During the interim, the Panamanian negotiators

found that (a) General Torrijos was concentrating upon putting

his domestic house in order (the "elections" of August 1972)

(b) Foreign Minister Tack and a number of his advisers believ
. that their negotiators' tentative concessions were too great

(L]
for}
[or it

£l

and the U.S. offer too little. These hard-lining nationalists

regarded as inadequate the 1967 draft agreecments reached be-

tween representatives of previous Panamanian and U.S. govern-

ments and they insisted that a new treaty must reflect a sub—- .

_stantial improvement over the earlier drafts.
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When negotiations resumed in December 1972, it became
evident that this nationalist stance had become government
policy: Panama's counter offer proposed stringent curtail-
ment of our operational and defense rights in the short run
and their elimination altogether by the century's end. Our
negotiators found no signs of flexibility in this retrograde
Panamanian position. Thus we were at an impasse: the gap
between the two positions on major issues -- duration of a
new treaty, exercise of jurisdictional and defense rights in
the Canal area, and U.S. options to expand canal capacity --
appeared all but unbridgeable (Tab A).

Concommitantly it became clear that Panama had decided
to seek to wring concessions from the U.S. by marshalling
international sympathy for its charge that the U.S. maintains
a colonial enclave and excessive military presence on Panamanian

“territory. As a first step in this campaign, Panama publicly

revealed the detailed negotiating positions of both parties,

 in violation of our mutual understanding to negotiate privately.

In doing so Panama sought to demonstrate that failure to progress
in the negotiations resulted from U.S. insistence upon thwarting
Panama's aspiration to "perfect its independence" by ending

U.S. colonialism. '

Secondly, the hard-lining nationalists successfully maneu-
ered the United Nations Security Council into holding a session

- in Panama so that Panama's "causge" would receive world-wide at-

tention. A majority of the participants, some of them other-
wise friendly to the U.S., were critical of the extent of

our military presence and of our exercise of perpetual extra-
territoriality in the Canal Zone. Their attitude was reflected
in their vote supporting a Panamanian resolution (only the UK
abstained) which we were forced to veto since it recognized
Panama's interests, but not ours. Although Panama did gain
some sympathy abroad, U.S. public opinion -- another Panamanian

. target -- was generally unsympathetic to Panama's tactics. Never-

theless there is a strong possibility Panama will pursue its
efforts in international fora, particularly at the next General
Assembly where we cannot veto. '

That the U.S. could effectively negate Panama's effort to
cbtain meaningful treaty concessions through international
pressure was not lost upon the practical General Torrijos.
Some intelligence reports indicate that he believes he was
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misled by Foreign Minister Tack and his coterie of nationalistic
advisers, and that the entire UNSC adventure had brought no
concrete results, only expenditure of scarce funds. Despite
having gained some international sympathy for its cause the
Panamanian government apparently has come to realize that its
goals were not thereby advanced, and may have adopted a more
conciliatory posture. It has turned down the volume of normal
anti~U.S. invective in the media it controls. 1In early HMay,
Foreign Minister Tack wrote to the U.S. negotiator in somewhat
softer tones and hinted at some negotiating flexibility. Later
that month in Buenos Aires Tack delivered a letter to Secretary
Rogers in which he once again, in a seemingly conciliatory
fashion, urged that detailed negotiations continue -- this

time on the basis of a set of principles which he proposed.

B. TFuture Prospects

Current indications are that Panama continues to
desire a new treaty and that Genheral Torrijos is taking somewhat
_greater personal interest in the matter. He has maintained
that in order to achieve a new treaty two steps are essential:
agreement at a very high level between the two governments as
to the basic principles that would govern the new treaty re-
lationship (after which the negotiators would work out the
appropriate treaty language); and some unilateral measures
by the U.S. that would enable Panama.to be more forthcoming
in its position. Toreign Minister Tack's proposed eight
principles may be an outgrowth of Torrijos' views. Although
these principles mask serious differences between us, and
fully support Panama's known treaty position, there is much
in them that we can accept at the outset and we can attempt
to negotiate a mutually acceptable version. (Tab B shows the
. difference between Panama's proposed principles and those the
USC believes are acceptable). Whether Panama actually has
adopted a more flexible approach requires further probing.
Negotiation of these principles offers one opportunity for
ascertaining Panama's intent. :

. In any event, we do not believe that substantial prog--

ress toward agreement can be made rapidly. Even the most op-
timistic view of what Panama might agree to and the U.S. Congress
accept encompasses lengthy negotiations and intensive lobbying
with  the Congress. - ' ) :

As these extended negotiations play out, we can expect
mounting . Panamanian frustration. It could conceivably result
in forceful action against our presence in Panama, either
spontancous or staged by Torrijos. ' We can also expect recurring
political attacks upon the nature of our presence in Panama
from both friends and enemies.
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In sum, the treaty positions between the two govern-
ments diverge significantly; there are some hints of flexi-
bility on the Panamanian side that require further probing;
we are in for a long process during which we can expect
a considerable amount of international criticism to which
we are vulnerable; and there is no certainty the process will
end in agreement.

ITI. ALTERNATIVE STRATEGIES FOR THE U.S.

In light of the foregoing, we believe the U.S. should
continue its efforts to reach agreement with Panama on a new
Canal Treaty while minimizing our vulnerability to internationai
criticism, keeping Panamanian tension within tolerable limits
and avoiding actions which would jeopardize congressional
acceptance of a new agreement. The following three options
represent different strategies for accomplishing this objective.

Three other options have been contemplated but ruled out
as likely to be counter~productive: (1) attempting to force
Panama into a settlement on our terms through- economic sanc-
tions; (2) attempting to attract Panama into such a settle-
ment through large-scale economic largesse; and (3) retain-
ing in perpetuity our right to operate and defend the Canal
as well as our jurisdiction over U.S. citizens, while con-
ceding unilaterally and without Panamanian acquiesgcence all
else that we have offered Panama to date.

A. Continue as at present to negotiate seriously, in
an effort to draw Panama closer to our position
- without further major concessions, and continue
our forthcoming attitude on non-treaty related
natters such as economic and military assistance.

By selecting this option we would have decided that
Torrijos is testing the firmness of our negotiating position andc
that eventually, once we have made a few more minor concessions
and he is convinced he can do no better, he will decide that
something for his people is better than nothing and settle on

terms only slightly more favorable to Panama than those we now

offer. We would also have decided that we would accept the risX
of an outbreak of Panamanian hostility against the Zone due to
frustration over lack of progress.

Advantages:

(1) Would safeguard for the time being our essential
rights and properties.

(2) Would divest us of no major bargaining chips in
the negotiating process,
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(3) Might lessen over the short run the conceivable
risk of hostility emerging in Panama as a result of our forth-
coming attitude on non-treaty related matters.

(4) Would be within our estimation of what the Congress
would accept. :

Disadvantages:

(1) Would be based on the very slight prospect that
Torrijos would conclude a treaty not 1ncorporat1ng some major
U.S5. concessions.

(2) Would over time raise the risk of forceful action
against the U.S. presence on the part of Panama.

(3) Would not reduce our vulnerability to world criticism.

B. Continuc as at present to negotiate seriously without
further major concessions at this time; maintain cur
forthcoming attitude on non-treaty-related matters such
as economic and military a881stancc, and take selectea
unilateral actions not requiring congressional approval
as well as provose Lo th@ Congress a selected groun oI
unilateral acticns reguiring its approval, whenever anv

or all ol such actions would (1) improve the g@ne“nl

negotiating atwogpnelg, or (2) obtain an approximatelvy
eUuJleenL concession from Panama in the treaty nago-
twatlons, or (3) reduce U.S. vulnerability to inter-
national criticism. ' ‘

This option is based on the assumption that despite

lack of progress to date, there remains a reasonable chance of
reaching agreement with Panama on a new canal treaty. It is also
.based upon the belief that by making these unilateral conces-
sions Panama might become more flexible in its position. It
recognizes that in order to reach agreement with Panama, however,
greater flexibility in the U.S. treaty position will eventually
be reguired as well. Hence, unilateral US action to make some

of the overdue changes in the Canal Zone should proceed regardless
of failure to reach early agreement. These actions would serve
to reduce our vulnerabilities, both in Panama and internationally,
even in the absence of ncgoplatlng progress

Three categories of unilateral actions are proposed under
this option:
(1) .those listed in this report that can be accomplished
by Executive action (less IV C 23, 24, and 25). :
SECRETY
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(2) those measures listed in the report'requiring con-
gressional action which are not expected to encounter serious
congressional opposition (IV B 5, 15, 16, and 17),

(3) those listed in the report that are expected to
encounter resistance in the Congress but which would have signifi-
cant effect in the status of the Canal Zone (IV D 26, 27, and 28}.

None of the proposed actions go beyond what we have already
offered or been prepared to offer in the negotiations, nor do
they repreqent a large enough portion of our total treaty offer
to impair our negotiating position or our ablllty to continue
operatlng and defending the canal.

Implementatlon of each of the proposed actions would be on
an ad hoc basis, taking into consideration the progress of the

negotiations, the political atmosphere in Panama, and the atti-
tude of the congressional leaders concerned with Panama policy.

Consideration of substantial changes in the U.S. treaty
offer would be deferred until the results of the other proposea
actions are known.

Advantages:

(L) Might produce, through skillful use of unilateral
actions during the negotiations process, progress toward a
settlement safeguarding all our essential prerogatives and
thus maximizing chances for Senate ratification.

(2) Would preserve all of our major bargaining chips.

(3) Would avoid wide-spread, serious congressional
focus on and debate over the canal issue.

(4) Might relieve Panamanian tensions and help pre-
clude a potentially hostile posture.

(5) Would to some degree improve our international
posture. . .

Disadvantages:

(1) Might not be sufficient to reach an agreement.

(2) Would stimulate criticism from a numerically
limited .but vocal group of members of the Congress opposed

to any treaty alteration of our presence in Panama.
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(3) Would basically retain thé status quo in the Canal
Zone by leaving unaffected jurisdiction, land, perpetuity,
the annuity, etc. . :

(4) Would give up some of our bargaining chips.

(5) Might cause some morale problems among the personnel
of . the Canal Company and Zone government.

(6) Might, if handled improperly, make Panama feel that
the U.S. is not serious about the negotiations.

C. Continue negotiations but with a subStantially
improved treaty offer. ‘

In selecting this option we would have decided that
the only means of concluding a new treaty which would safe-
guard our vital interests in the Canal for an extended period
would be to offer significant new concessions either by inter-
preting existing presidential guidelines more broadly or seeking
liberalized guidelines. These concessions might include (a) a
reduction in the period of duration of the new treaty to 35 years;
(b) a rapid and complete return to Panama of civil and criminal
jurisdiction over non-U.S. nationals; (c) the return to Panana
of substantially greater land and water areas:; and (d) the eli-
mination of our requirement for a firm option to build a sea-
level canal.

Advantages: .

-~ {1) Would enhance the chances of a successful negoti-
ation.

(2) Would enhance our international prestige.

(3) Would go far toward satisfying Panama's aspirations
and thus contribute to an improved relationship with Panama.

. Disadvantages:

(1) Would increase congressional opposition, perhaps
enough to prevent treaty ratification, or, if it were ratified,
to prevent lmplementation of the treaty through appropriations
and other legislation. Congressional failure to ratify or im-
plement a new treaty would cause a serious deterioraticn in our
‘'relationship with Panama. '

(2) " Might still not be enough to result in a new treaty.
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(3) Could complicate significantly our ability to
continue operating and defending the canal.

(4) Would forfeit the benefits of a sea-level canal.
Iv. THE NATURE OF UNiLATERAL U.S. ACTIONS.

In the second of the foregoing options the possibility of
unilateral U.S. actions is envisaged. Some of these actions
could be taken by the Executive Branch alone, and others by
proposing legislation to the Congress. None of these would
affect the status quo in the Canal Zone. They fall broadly
into three categories: actions related to acknowledgment of
Panamanian sovereignty; actions related to U.S. operations |
in the Canal Zone; and actions related to the U.S. military
presence in the Zone.

Another category of actions, each requiring legislation,
would represent significant concessions to Panama and would
alter the status quo in the Zoné. Each is within the frame-
work of what we have already offered to Panama in the negoti-
ations or have been prepared to offer. '

A. Actions Related to Panama's Sovereignty

1. Authorize the flying of Panamanian flags throughout
. The Canal zone and on commercial vessels transiting
the Canal.

Currently Panama's flag is flown together with the
U.8. flag at 18 sites on land, and we do not suggest to
transiting commercial vessels that they fly Panama's flag
in addition to our own as a matter of courtesy. This action
_would involve flying the Panamanian flag in a position not
superior to our own.

This action could be taken by the Executive.
Advantage:

(1} Would be an action of unusal significance to Panama
because it was the issue of flags which catalyzed the 1964 riots.

‘Disavantages:

(1) Would encounter some hard-core congressional and
public opposition. ‘
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(2) Could lead to some conflict with Panama over the

positioning of flags which would be difficult to resolve in
view of U.S. legislation.

2, Authorize implementation of Joint U.S.-Panamanian
police patrols within the Zone.

Panamanian police would have no power of arrest.

This action could be taken by the Executive.

Advantages:

(1) Would strengthen not only'Panama s sense of sov-
ereignty but also its sense of increasing participation in the
life of the Canal area.

(2) Would be well-received internationally.

Disadvantage:

(1) Would cause hard—-core congressional opponents to
ohject to what they would likely 1nterpr0L as being an exercise
by Panama of jurisdictional functions in the Zone.

B. Actilons Related to U.S5. Operations.

3. Author1ze private and public use by Panama,
in conformity with applicable U.5. legisilation,
of piers and drydocks and other infrastructure
facilities, as well as of dand and water areas
and airfields, which are in excess of U.S. re-
guirements.

Though we cannot transfer these resources out-right
without legislation, the Executive could authorize their use
by Panama. However, Panama's use of these resources would be
made difficult by disparities between Panama's wage levels and
the higher U.S. ones which Panama would have to adhere to in

‘the Zone, and by the fact that U.S. courts would retain juris-

diction in matters arising from Panama's use. of the resources.

Advantaoge

(1) Would benefit Panama's private-and publlh—cector
economies in terms of commer01a]~Lndu%tr1ax expansion.

(2) Would somewhat lessen Panamanian unemployment, now
a contributor to tensions.

VTP STIT Y
SECREY

~

Approved For Release 2006/11/02 - CIA-RDP82-00803R000400040002-9

!



AR N s kil

it i A s

. . OIS

Approved For Release 2006/1 1/02 . CIA §5)P82 00803R000400040002 9
o . -

*

Disadvantages: -

(1) Might not be accepted by Panama because of dis-
parities between Panamanian and Canal Zone wage rates, and

court systems, and between technical U.S. standards of operation

and Panamanian ones.

(2) Would raise with hard-core congressional critics

the spectre of Panamanian "competition" and use of rights formerly

reserved to the U.S.
(3) Would pose problems of security and access.
4. Regquire use of Panamanian license plates on private

vehicles of all refldents of the Canal Zone at coct
of manufacture and administration.

Currently all residents of the Zone receive Canal
Zone plates for their private vehicles at reduced cost and

little inconvenience.

. This could be accomplished by Executive action.
Advantage:
- (1) Would benefit Panama's seénse of sovereignty.

Disadvantaqe:

) (1) Would lead hard-core congressional critics to
regard this as another chlpplng away at the U.S. privileged
position,

5. Auuhorlye elimination of the Zone's postal systen
and establishment of an APO for Official mail and
use by authorized personnel, allowing Panama to
handle other mail in the Canal Zone. ~

Currently the Canal Zone government issues its own
stamps. This would probably require congressional action.

Advantage:

(1) Would benefit Panama's eConomy .

Disadvantages:

(1) Would cause complaints from Zone inhabitants as
a result of inferior Panamanian service.
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(2) Would lead to some hard-core congressional criticism.

6. Direct increased elective instruction in all Canal
Zone schools of the Spanish language and Panamanian
culture and history.

This action could be taken by the Executive.
Advantaqg:

(1) Would be welcomed by Panamanians, particularly those
opinion-leaders whose children are in Zone schools.

" Disadvantages:

(1) Would involve additional costs for school authorities.
(2) Would lead to some hard—-core congressional criticism,

7. Authorize the fullest implementation of policies aimed

at maximizing employment opportunitics In The Toma for
Panamanian nationals, on a totally non-discriminatory
basis. :

e —— .

These policies have encountered resistance from labor
vnione and American employees.

- This action could be taken by the Executive.

Advantages:

-~ (1) Would benefit Panama's economy, in which unemploy~
ment is widespread, through increasing the number of jobs forxr
Panamanian nationals in the Zone.

(2) Could facilitate the eventual transition to Pan-
amanian Canal operation.

Disadvantages:

. (1) Would be difficult to impiement because there is
some paucity of technically-qualified Panamaniang, though that
might be remedied by intensified Canal Zone training programs.

{2} Would be resisted by American employees and their
objections would reach the ears of congressional critics.

{(3) Would decrease the U.S.!' ability to operate the
Canal in an emergency.
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8. Authorize establishment of a Joint Commission with
Panama to study the resolution of urban problenms
created by the Zone's presence.

The Zone cuts Panama in two parts and severely cir-
cumscribes normal urban growth.

This action could be taken by the Executive.

Advantages:

(1) Would help ameliorate problems caused in large measure

by the presence of the Canal Zone.

(2) Would involve Panamanians more with the Canal area,
which should help in the transitional period. '

Disadvantages:

(1) Might be rejected as U.S. gimmickry by Panama.

. (2) Would be viewed by congressional critics of the
hard-core variety as an open invitation to Panama to move in
on portions of Zone land.

(3) Would require congressional transfer of land areas
to permit full implementation.

9, Direct the termination of the Canal Zone Bus
Service as an American-owned private enterprise

operating in the Zone by cancellation of its
— license by Canal Zone GOvVernor.

This action can be taken by the Executive.

Advantages:

(1) Would allow a Panamanian commercial enterprise to
provide a necded service in the Canal Zone.

(2) Would remove an irritant from the relationship be-

"tween the Canal Zone Government and the Panamanian government.

Disadvantages:

(1) Would be difficult to implement since U.S. minimum

"wage laws would apply to those Panamanian buses servicing the
Canal Zone. The Panamanian government might object toc this, but

without congressional action it cannot be avoided.
SECRET

{

-

‘- ‘
< aee e Approved For Release 2006/11/02 : CIA-RDP82-00803R000400040002-9



- - Approved For ReleaséEEjG_/ﬂ/OZ:@W&-OOSOSROOMOO@OOZ-Q
- 13 -
(2) Might lead to criticism from hard~core congressional

critics.

10. Authorize the Canal Zone Governor to solicit
' appointment of a Panamanian liaison officexr
to the Canal Zone Government/Panama Canal Cempany.

This action could be taken by the Executive.

Advantages:

| ' (1) Would improve the U. s. image Lhrough having a Panamanian
actlvely a85061ated with Canal operations.

(2) Would be responsive to the Panamanian desire to par-
ticipate in Canal administration.

(3) Would be an indication of a forthcoming U.S. attitude
with respect to a partnership with Panama.

~ Disadvantages:

(1) Might elicit Panamanian complaints that the liaison

1 officer had no real voice in canal operations/administration.

; ) {2) Could result in claims by Canal Zone residents and
hard~core Congressmen that the U.S. had made a major concession

to Panama. ‘ ’ .

] ' 11. Authorize the Governor to require the w1thold1qg

. of Panamanian income tax from employees of private
businesses in the Zone who are subject to Panamanian

. taxatlon.

This action could be taken by the Executive.

'\_ Advantages:

(1)  Would aid Panama's economy through collection of ad-
ditional taxes at no cost to the Panamanian government.

(2) Would improve the U.S. and Canal Zone Government's
image by demonstrating positive cooperation with the Panamanian
government.

Disadvantage:

(1) Would make some enployees who previously had not been
paying taxes unhappy. ‘
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(2) Might lead hard~core"congressional critics to term
such a practice unlawful and challenge the Governor's right to
collect taxes for a foreign government.

12. Authorize Panamanian National Guard use of the Cape

Mala and the Ancon Cove parcel of Taboga Island for
training purposes.

This action can be taken by the Executive, but it
could require legislative action if the Panamanians do not
agree to Canal Zone Code firearms permit requirements.

Advantagg:

(1) Would demonstrate U.S5. willingness to cooperate with
Guard authorities.

Disadvantage:

(1) Would be difficult to lmplement if the Guard balked
at compliance with U.S. law which requlreq that firearms be
registered as they enter the Zone.

13. Authorize establishment of selected Panamanian com-
mercial enterprisces in the Canal Zone.

This action can be taken by the Executive.
Advantage:
(1) Would benefit Panama's economy.

Disadvantages:

(1) Could cause some complaints from Zone residents as
a result of inferior merchandise/services.

(2) Might cause some congressional criticism.

14. Author17c Panamanlan use of Port San Lorenzo as a
tourlist attraction.

This action could be taken by the Executive.

- Advantages:

{1) Would enhance the U.S. image.
(2) Would increase contact between Panamanians and Americans.
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Disadvantage:

None

15.

Authorize Transfer of 0ld France Field to Panana
for expansion of the Colon I'ree Zone. '

Panama has long sought an area to expand the Free Zone.

This would reguire congressional action.

Advantages:

(1) Would benefit Panama's private economy very substan-
tially in terms of commercial expansion and employment creation.
(2) Would increase contact between Panamanians and Ameri-
cans.,
Dlsadvantage
(1) Would encounter some congreﬁwnonal opp051tlon
16. Authorize excluglqn of the Canal Zone minimum wage
. coverage and Qﬁ*dbutigﬂd]_iaf@ty and Health Act, with
respect to non-U.S. citizens in private buginess.
This would require congressional action.
Advantage:
(1) Would eliminate the main deterrent to Panamanian

business enterprises being established in the Canal Zone.

Digsadvantage:

(1)
17.

Would occasion congressional opposition.

Authorize sale of Panamanian lottely tickets in the
Zone (except on dofense sites) .

This would require congressional action.

-Advantages:

(1)
(2)

Would contribute to Panama's economy.
Would enhance relations with Panama.
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Disadvantage:

(1) Might give rise to some congressional and public
criticism.

18. Authorize the transfer to Panama of the properties
and buildings thereon formerly occupied by the U.S.
Consulate in Colon City.

The U.S. has no further use for this facility and has
been unable to sell it. Panama desires the property for ex-
pansion of the Colon Free Zone or for use as a school.

This action could be taken by the Executive.

Advantages:

(1) Would contribute to alleviation of a problem in
U.S.-Panamanian relations.

(2) Would constitute a significant gesture to Panama.
(3) Would reduce excess U.S.G. property.
Disadvantages:

(1) Might involve some legal complications in im-
plementation. ' :

19. Direct that those civic action/community relations
programs now conducted in Panama by the military
be expanded.

The Armed Forces have an on-going civic action/com-

-munlty relations program which is carefully coordinated with

a GOP representative to be certain that Panama approves of
the projects, but some expansion is desirable.

This action could be taken by the Executive.
égvantaqeﬁ-

(1) Would provide positive and high 1mnact programs
which show the recipients (ubually lower class Panamaniarns)
that the U.S. is interested in improving their lives.

(2) Would provide training in civic action for other
Latin American military students attending training facili-
ties in the Canal Zone. : ‘
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.

(3) Would provide a "people- —-to-people" atmosphere be-
tween the Panamanians benefitting from the program and the
U.S. personnel involved.

Disadvantage:

(1) Might require addltlonal funding.

20. Direct the establlshment of a Joxnt U S,-Panamanian
Military Committee to discuss and solve matters of

“mutual interest relating to protecLlon and defense
of the Canal.

This action can be taken by the Executive.

Advantages:

, (1) Would provide Panama a voice in matters of mutual
militaxry intexests.

" {(2) Would cement ties between the two Armed Forces.
(3) Would further demonstrate to Torrijos that the U.S.
is willing to consult with Panama on matters of importance

to bhoth cotuntries.

" Disadvantage:

(1) Might occasion some criticism from hard-core con-
‘gre981onaj elements who could term such action as a breach of
security with respect to the Canal.

21.  EBstablish a Joint Panama-U.S. committee on procure-
ment of Panamanian products for resale in the Canal
T zone.,

This action could be taken by the Executive.

Advadeqe

oy o s st

(1) Would provide a mechanism to enhance Panama's busi-
ness interests and cconomy through increase sales of Panamanian
products.

"Disadvantage:

(1) Would occasion some criticism from local U.S. pexr-
sonnel. ‘
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22. Authorize approaching Panama concerning the training
and equipping of an engineer detachment for civic
action type of operations_ by the National Guard.

Organization, training, and 0&M funds levels have
been programming starting in FY 75. Final approval is needed.

This action can be taken by the Executive.

Advantages:

(1) Would provide Panama with a unit which could execute
high impact and helpful civic action projects such as road
construction, light bridging, well drilling, etc.

(2) Would enhance U.S.-Panamanian relations by giving
Torrijos a unit which would improve his image in the interior.

Disadvantage:

. (1) Might cause some criticism from certain sectors of
U.S. and Panamanian society of the U.S. providing military
assistance to a "military government." .

- ¢. Actions Related to the U.g, Military Presence

oA

The Interagency Group considered three actions in this
category: :

23. Transfer the Southern Command from thé Canal 7Zone.

24. Appoint a Civilian to head the Canal Zone Govern-
ment.

25. Transfer responsibility for administration of the
Canal and Canal Zone from the Department of Axmws
to the Department of Transportation, the Maritize
Administration, or to a newly-created autonomnous

entity.

Thorough discussion of these items revealed basic dis-
agreement, essentially between the Departments of State and
Defense, and it was decided that further study of these questicns
was required before recommendations could be made as ta the

 desirability and feasibility of taking such measures.

D. Actions Related tc More Major Concessions to Panama

The measurcs described below are also desirable and
would require congressional approval. Because they involve
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somewhat greater unilateral concessions than those described
above, they risk engendering greater congressional controversy.
Such controversy could adversely affect the negotiations and
therefore they should be implemented only after consultations
with the treaty negotiator and with the Congress to ensure that
taking these measures would advance rather than hinder.the nego-
tiations. These measures, which regquire further study and
agreement between the interested agencies on the exact composi-
tion of each, are: :

26. Propose legislation to transfer the following
Canal Zone land and facilities to Panama.

~-- gelected portions of the previously-offered
undeveloped land areas in the vicinities of
Panama City and Arraijan

- Shéler Triangle
-~ Rainbow City
—-- One-dr two piers at Cristobal
27. Propose legislation to authorize the application of
Panamanian law by Panamanian courts in certain civil

) and crininel matcers in the Canal zZone involving oniy
Panamanlan nationals.

28, Proposc legislation to increase the annuity to Panama

substantially, although by a lesser amount than has besan

offered in negotiations. 1/

1/ 08D does not concur with the proposal in item 28 con-
cerning the substantially increased annuity. Non-concurrence

- 1s based on the fact that the monetary amount of the anﬂulty

is a major U.S. quid and should be offered only within the
framework of the PLgOtldtlono. It is felt that this exceeds
the scope of the concept of taking small unilateral actions
to improve the atmosphere of negotiations.
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THE US AND PANAMANfXg NEGOTIATING POSITIONS Oﬁ‘ﬁAJOR
ISSUES, AS THEY EMERGED DURING THE 1971-1972 TALKS

Panama's Position

The Panamanians are asking for a new treaty which
would terminate no later than 1994 with a possible short
extension if the US expands the canal's capacity. They
want full jurisdiction over the canal area no later than
five years after the signing of a treaty. They would grant
the US use of very limited land and water areas for the ex-
clusive purpose of operating, maintaining, and protecting
the canal.

Panama would have primary responsibility for the
protection of the canal from local threats, in cooperation |
with the US. Defense from external threats would be multi-
national and conducted from outside Panama. US forces

in the area would be strictly limited.

The new treaty would stipulate a five~-year limi-
tation on an option for the US to build either a sea-
level canal or a third set of locks. Finally, Panama
would expect greatly expanded financial and economic
benefits from the canal under the new treaty (Panama's
negotiators have hinted at $50 to $100 million a year).

The US Position

The U8 is willing to abrogate the 1903 treaty and
devise a new treaty relationship. It wants a treaty
that would last about 50 years, with options .to extend it
35 years from the completion of construction if third locks
are built or 40 years if a sea-level canal is built. But
it wants an open option (beginning in 15 years at the
earliest and extending possibly up to the end of the
century) to decide on whether and how to expand the capacity
of the canal. ‘

In any case, the US wants to retain certain jurisdiction-
al rights in order to operate, maintain, and protect the

- waterway during the life of the treaty. Panama would
~gain immediate jurisdiction in criminal and -civil cases

involving only Panamanians in.the canal area, but most ,
other types of jurisdiction would be passed to the Pan- -

'~ amanians over a transition period of up to 15 years,
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e.g., joint patrols with the Guardia Nacional during the
transition period, after which Panama would get exclusive
police authority. The US would still retain the right to
maintain security guards around US property and employee
residences, as well as certain other rights directly con-
nected with canal operations.

There would be a substantial reduction in land and
water areas used by the US in operation, maintenance, and
protection of the canal, and even these lands could be
opened to Panamanian development with US consent. The US
would retain the right to defend the canal in peace or war,
the power of decision in this area remaining with the US,

‘Tinally, there would he a substantial increase in
financial bhenefits to Panama from the operation of the
canal, i.e., a royalty on tonnage amounting to some $20-
$25 million ahnually at present traffic rates (compared
with a $2.1 million annuity at present) and the expectation
of steady growth in income to Panama during the life of the
treaty. : .

SECRET

b et e

!

e AnBroved For Release 200671 1/02 - CIA-RDP82-00803R000400040002-9 - o



Teues 9yl ybnoayl o1zyealz Jo abessed syl
2y2 ojeInbsa 03 AIRSS209U SSTJITUNURLT PUER

mewﬂ>ﬂum ‘s3ybTx 99Uyl ‘TRURD DIURSDOOISIUT -

3, uo0 A3eoIl MOU @YU} JO UOTIRAND BYI IOF
muwsﬁ PI1TUN BYl IO USWUISAOCSH dY3l 2ueib
ey FubTexoa0s TRTICRTIASY Sk ‘euruid JO
ogandsy oYL crweueg Jo oryqnday 2yl IO
TRRTPSTANL 3yl 03 psuanisi o TIRYS poje
TS ST TeURD Y3 YOTUYm UT AJIOITIIDT OUL

o
m_ *Ajesx3 MmeuU SY3 UT POTIToads
Wiy Y3ITM spueprodde utl ‘ATzdword urh
2q TTeys AJOJTIIST uekTUBWRURJ UT SUOIIL
~Pnr TruoTlzOTPSTINL *S°N JO UOTIRUTWISL
W . .
4
< -93ep
ofdeuTuao] poXTI ® SARY TTRUS TRURD 00T

-BU3 HBuTuieouwm A3eSIl MSU SUL PSILUT
,MWHﬂm o2 TTI# AxTnaadaad yo 3deoducod 3yl

%W.mwmmu# €06T ®y3 sjeboxqe TTIM UYDTUM
Q1 XyesIy Teued DTURSDOISIUT M4SU AT9IT3
RuUs uR SPNTOUOD TITA SSTIJUNOD OMI SYL
© ;

SOTATOUTId IO JusSWelelS SN pescdoid

Approved For Rele

AIVEAL TYNVO
ZAYES TIIM HOIHM STTJIONINE TVIINZSSH

TYIINIGIINOD

{{PURD 9Yy3l IO SOURUSIUTEBW pue uctieisdo
DYl ZOI TRTIUSSSS 8¢ 03 poacId sIsaem PUE
spuel @yl asn 03 3ybTI oyz ‘TeURD OTURSDO

-I93UT 3yl U0 Ajes8X] MIU BUL JO UOTIRILD
SU3 XOI ‘so3eas Po3TUl 9UZ IO QUSWUID
-A05H 9y3 juexb o3 BUTTTITM sT ‘ubroisacs
T2TIORTIIO] Se ‘euwrurd Jo ortandsy oulL
*UOT3ISTPSTIN[ uUeTueweuRgd TTRI 03 pauiny
-SI sq TTIBYS 2U0Z TrUBRD pPST[e0-08 83Ul

‘uodn peosibe porxsd UOTIITSURIZ Ul IO
pus 2y3x e ‘eseed Arprdex TTeys KXol
-I973 URTUBPWRUR UT S9121S DPOITUL SU3 AQ

uwotioTpsTaInl Jo adiy Aue JoO SsToxsxe ayg

*©7ep UCTIJRUTWIOY POXTI © 2AvYy TIeys
Te2UeD ¥OOT ©Yl HUTUISOUOD A3vaI3 MBU 9Uf
*pejoslsax st AjTnysdzad yo 3dsOUCD BUg

*A3esaa T
2pNTOUOS 0% DUTTTIM 2IB SOTIJUNCD OM2
syy ‘*po3jedboIrge =g 3snw £1edIY £06T SUL

Teued STURSCOISIUT M3U M.ﬂmMHu\ﬁm ue
T

SOTATIOUTId IO 3USWL2els S,3ORI

(€L6T ‘Tz Aey psyeq Axe3lsI09g 2Uy3z 03 1933971
S,¥or] UT pautreluo) soTJIDUTId UO poseq)

MEN ¥ 04 SISVE ¥ SY

TYIINETIENOD

Approved For Release 2006/11/02 : CIA-RDP82-00803R000400040002-9

R,



§93B3S PO3ITUN SYJ JO JUSWUILA0Y 9U3F HUTZT
—-Ioyzne uorstaoad syew TTeys L3esil suf

UT P9pTa0Id se SST3ITATIOR pue SSTITTTIY

_@ .mummnuogu
TSUOdSSI 9SUSISp 9STOISXS TITeUS °*s°n syg

- T Teued
SU3 FO SsusI9p pur uor3ydsjoxd ‘sourusy
-uTeu ‘uorzersdo sy3 3o ssodind syj IOZF
§33®3g pe3Tun Byl Ag psureiuTew sq Lew
UDTUM SSTITTIORI pue S8oTAZSS Dburzxod
~dns I07 uorsTacid syRuW ITeys A3jesiy syl

-RDP82-00803R000400040002-9

"UOT3eI2d0o TRUBD SU3} IO S3TILUS(
HUWOUODS 2yl UT axeys o[qelTnds pue 3snl
® sary TTRUS eweued Jo OTTqndsy oug

.

‘sssodand sssuz

707 peaTnbsx soedsiTe pue sisjem ‘pueT
SU3 30 3sn syl pue ‘Teued ay3 pusIisp
pue 30930zd pue ‘urejurew ‘sjexsdo puew

Approved Fc;r-' Release '2‘006/1 1/02 : CIA

. N

&

soTdIDuTxd IO Juswe3lels *gtn posodoxg .

TYILINEOTINOD

~oxd K3jesx3 owes JeUT UT SPNIOUT

L L

*g 03 BUTTITA ST eweued o oTTqndsy SUT,

*A3esx3 sy3z jyo uorjzeanp I0I
2U3 ut pejetudrys Arssazxdxs
3q AeW s® SBTITATIOE Uons ‘uotansy

~0xd I0F SOT3ITITORI 2U3 UT ‘9sTOIBXS

L TT®UYS BOTISWY JO $33°3S PO3TUN SUL

‘R3yesin

: . *X3es13 9y3 uTr peTIToads
L °¢ TI®YS se ‘T2uUed 3Y3] IO UOTITS]
-oxd pue ‘asueusjuUTeW ‘uotyexsdo suzg

O3 UOTIIRTSI 309ITP B SARY UDTUM 9sS0UR

°q TTeYS JUBWUIDA0DH $83R1S pPI3TUn 55U

JO SSTITATIO® 3YJL ~AeMISleEM DTURSIO

-I9IUT 3Y31 YOnoIy3 3TSURI] IO UOTITLI

L=

~STUTWP®e SU3 O3 POITWTIT ¢ TTRYS JusuU
‘9 —-£AOD §93°31S5 pPS3TUn SYl JO AJTATIOR aU

) )

= oa

‘UOT3ed0T oTydeabosh s, vurue
WOI3 SATISP 9p2I3 DTIOM pUR §93©33 DPo3T

U3 3IBU3 S3TISUSQ Te303 syl 3o uoraiodo

UT ‘S3TISUSq °U3 UT aJeys sTqeaTnbs pue

°g 3snl ® saey TTRUYS eweueg jo orTqndey ay

PRy e ¥

i
¥

T
(54

-r
-

9]

| "SUCTIRTTRISUT TeaTA I
-os30xd sy3 pue ‘sdrys yO 3TSURIL

. SOTATOUTIS IO JUSWOIRIS S,¥oer

1
t

TYIINIATINOD

v T W ey AT I

L

Approved For Release 2006/11/02 : CIA-RDP82-00803R000400040002-9



ey

¥

+A3ed13 MU By3
ut uodn pssabe 2q 03 o3ep UOTIRUTWIS]

000400040002-9

X3esx3 Syl IO ©3ITT 8yl ‘TeURDd T9ADT ©es
S8+ IO SYDOT MdU 3Y3 IO UOTIONIISUOD BYJ
'8 30 Jueas {y3z Uy (D) pPuUR TRURD OTURSDOO

-FS3UT B8yl o3 3oadssx yatm y =7diouTtiag

utPporzToads SIUDSTI Swes 2yl ‘Teurd TaAST
m B9S5 89Ul 03 303dsax Y3 TM £83235 psaTun
FUI 03 Fuesb prnom jng ‘Teued [oasT eSS
. BH3 IO Teued Yoo pajudwbne syl Ag patd
~ND00 2 pTnoM 1eYJ ©SIR’ 89Ul UT UOIIOTDST
AN UTelsa pInom eweurd (g) !{osdeT pInom
I0TR{SSI 885Ul UT SIYHBTI S3IT OS Op 02 TT®RI
PTG ¥.S 3T IT pue ‘Z3eSI3 MBU SUY JO sodIxoT

imﬁqﬂ.muuqo 9yl BUTIMOTTIOJF poTiad aTqeuos

5Ie UTUITA TeURD TSAST ©OS SUl 3ONIISUOD

O3 @0 TeUBD HBUTISTXS @Yl IOF STSUURBUD DUER
mumw TBUOTITPPR 1oNIISUOD O} UOTISTOSP S3T

g0 eureued AFT30U TTTA S$93R1E DPO2TUN SYTL
o BR)  :SUOT3ITPUCD HUTMOTTOI SUY3l UOC 91N0I
' M pesabe ATTeninuw v UO TRURD TIAST BSOS
e @oni3isuod 031 IO Teued LUTISIXS SUYl JIOT
mmmmmao pu® S3O0T TRUCTIITPPR 2o0I3SU0D O3

o

<

© s9TdTOUTIg JO jUswezess -S'n posodoxg

PeT3TOsds MdPU B 03 pOpusSIX® oq TTRUS

‘e3ep
Ults ‘uora
vyUs Aaesiy
vURD TsSAST
Mo (D) puw

uoT3ReUtWIa]} poTIToeds ®
~BIND PSYITWIT © SARU T
SY3 30 3ITT =y3x

~22E 9yl 03 aosdssIi U r
‘Teued ToasT-eSs syl Ag pordnoso =q¢
PINOM JeY} ©II® DY UT UCTIOTPST
~Ial TIRT UTeIsI prnom ewRURg ()
fosdey prnosm 2osdssx 3vyn uT JubTx
S3T OS Op ©3 TTey pIncys 3T IT
pue ‘A3e9I3 MSU 9Y3l JO 25101 0IUT AIjuUD
9y3 buTMOTTOF ‘ps3erichbau ag o potaad
- STJrUOsS®aI ® UTUY3ITA $T S3n0¥ buote
TeURDS TSAST-ESS ©Ul IDNIJSUCS O3
UOTSTO®p S3T FO eweued AJTI0U TTIM
§93®35 pS3TUA Y3 (B2) SUOTITPUCO
butmoiTez 2y3 uc ‘pT 93noy peieubt
-S9p USaq sey IeUm SuUOTE Teu®D TSAST
~-¥9S ® 30NI3SUOCD O3 S97vIS PIITUQ YT
3O JUSUWUISAOCD 9Y3 HUTZTICYINE SUCTSIA

P’

S9TdIOUTIg JO JUSWS3R3S S, 3oel

TVILNZQIINOD

T L S R Y A0 N TS GIGRET T e Y e e,

S o

“Approved For Release 2006/11/02 : CIA-RDP82-00803R000400040002-9

[



