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PANAMA-CANAL TREATY NEGOTIATIONS:
BACKGROUND AND CURRIENT STATUS

Background

The United States and Panamma are currently
ncgotiating a new Panama Canal treaty to replace
the Treaty of 1903,

In that treaty Panama granted the United
States—In perpetuity—the use of a 10-mile wide
zone of Panamanian tarritery for the “construc-
tion, maintenance, operation and protection”
a canal, as well as all the rights, power, and
authonty within that zone which tire United
States would “poasess if it were the sovereizn.”
The very favorable terms of the treaty were a
mejor factor in the U.S. decision to build the
canal in Panama rather than in Nicaragua as
initally planned. '

ol

Canal’s Economic -Value

Since its opening in 1914, the canal has pro-
vided beneflits to the United States, to Panama,
and to the world. OF the total tonnage that X
transits the canal, about 44 percent originates in,
and 22 pereent is destined for, U.S. ports. This
tonnage represents about 16 percent of the total
U.S. export and import tonnages.

The canal has been cconomically tmportant to
Panama, too. More than 30 percent of Panama’s
forcign exchange carnings and nearly 13 percent
of its GNI are directly or mdirectly atinibuted to
the presence’of the canal. But those contribu-
tions represent a smeller portion ofPanama’s
cconomy now than they did in yiears past.

In fact, reliance on -the canal By all partics has
evolved from carlier years. As trading patterns
nave changed and world commerce has become
more sophisticated, alternatives to the canal have
begun 1o emerge. These alternatives include the

i
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Canal, rearrzngement of markets and sources,
product exchanges, and partial or complete suls
stitution of land or air transport {or ocean tran
port. As canal uscers take advanteze of these

alternatives, the canal’s valve declines relative

the cconomics of the user nations. For the
United Siaics, in pardicular, a recent study hos
shown that the canal’s impact on the domestic
economy is quite small compared to the econ
as a whole.

Lol

Panamani:an Tre aty Concerns

R E NI .
Nay YEees, 1afl ¢
1

rived from Panamd’s titerpre
of the situation which resu

i
treety terms due to its dependence upon the
United States to protect its new-found inde:
dence from Colomibia; and (2) Panama’s pri
negotiator was a Frenchman who bencitted

considerably when the United Stutes purchise.
the private French concession to build a trans-
isthmian canal.

IS

Over the years Panami has also charmed tha
the Uniied States has unilateradly inwemreted

treaty to Panama’s disadvantage and given P
an inadequare share of the benefits from the o
eration of the waierway. Even more objectiv..

able in Panama’s view, are the provision,

Treary of 1833 which give to a foreiy
perpetuity governmental jurisdiction witii
portion of Panwmanian territory. Increasingy .
recent years Panama has insisted that ULS, cons

realizing its full cconomic poteniial.
The United States has responded symypain =
i ;
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1905 it recogmized Punging’s tiular sovereignty
qver the Canal Zoie.

950, und again i 1U55,

with a greater share of the cconomic bhenefits of
the (.um} and to remove certain outdated aspects,
such as the right grant { to the United States to
mterfere, when 1t belicved necessary, i Panuna’s

Tiug 12 Caly wWas YCVIACH In

to provide Panina

internal affairs. Despite these modifications, how-
ever, many of the features of the trruty Most
objectionable 1o Panama remain unchanged.

The canal i::s become thie major political 1ssue
in Yanama. @i recent vears the in LCnlhlflCil"l(H] of

Panama’s campaign {or more favorubic treaty

N
1

ons in U.S.-Panamanian

1w of 20 Panamanians

> Panama Canal 1ssue
nited Nations and the

(OAS).

terms has produrcd tens
relations. In 196+
and 4 American z
to the atiention of the
Organization of American Stat

n

Evaluation of L.l!.
Treaty

eral Negouutons {or a New

i -

Following discussion of e issue by the OAS,
the United ,\u.uons, and other Internd tonal agen-
(‘ic’s :ur 1964 riots, thie United States and
in bilateral negotia-
. In so doing, the Un ited
Siates recognized that 2 conrehensive moderni-
i)

ter the

zation of its relationshin (
c¢d 1o its long-tenin

at #hd 10 « -
.;i,JO;L 1

Iierests

changing mitermn v

L.k . ofhicials entered the negotiations in late
1964 with a view to Insurine that:
c L4 i 1 ‘ - ¥ = ) 1 oy

a 1“.1.' CIANE \1-\_‘:;.\\ e I vl DE aValiaiDe® 1O

10 worlds commercial ve
basls at reasonable tolls;
o It should be oneraied and defended by the
LRI o TR e Ty oA el
United States for 2 reasongbiy extended, but
— gy 3 e ———
definite, period of timie; anc
o li should continue to serve world commerce
eificiently. To this end, the United States
sought the right to provide addi
« capacity i it Is necded.
By 1967, the negotiators of both ¢oruntries had
prepared three draft treaties.

i
i

ssels o an equal

‘e
.

ttonal canal

v mrovided for
wngder i joint U.5.-

constructie noand op-

operation of i p*c\"r“ Caninl
Panamanian authoniy; tor
ecation of a sca-evel canal wnider a s dur Joust

authority; and for U.S. defense of the old and

seve canals for the duration of cach oy, Noi-
ther Panvaina nor the U.S. Governmuen:
ratily these weaties, and the

nroved to
new -'u'{crn neat
headed by Generdd Omar Toirijos, wia ch assumed
power in October 1968, formully rejected them.
In 1970 th¢e Government of Panama requested
the renewal of negotiations and the U

5. agreed.

Panama correspond-

President Nixon esiablishicd negotiating objectin
which, aithough modificd by developments, wer
similar to those set by President fohnson in 16

The objectives and
thus reflect a bipartisan approach to teat

positions of ihe Unticd Stai:.

tiations with Panama. They adso ore consisien

with the broader policy stated i Scerei
Kiss' nger’s call 10 October
logue” with our Latin Ainerican i
policy which P:
A Panamanion negotiating
‘ashington m june 1971, Intensive negotiadions
durmrr the rest of the year resultec i a T.S.
treaty offer C()\Llu\“ most of the issues relevan:
to the treaty. The Pm:unamml nesotiators carri
the offer to Panama for a review 13 Decormber
1971. Except for some informal convers
March 1972 and an exchange of
in the fall, the negotic
antil December 1672,
traveled to Panama.
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U.S. Security Council Action
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M;u‘c"h 21, 1972, Tn those sessions, Panens

the Lf S. po\zm": on thi‘

it a resolutio

tun nations votcd fm L‘::c resol
flu '!

‘the resolution on the gr (m.A(’.\

Kingdom 'abs tained.

Panama’s needs but nov. those

WHLS TTRCORE e 1 P ae gl B

ine nc «)L..uvuns; anch that 1T was 1:1:1:7;);‘,0;1:‘;.1.1*
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mitted the United Stat
of its differences with Panmuna and im'iwc‘:
Panama to continue scrious treaty i

)
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New U.S. Approach

In September 1975 Secvetary Kissinger chare
.'\m.)“s).x(un at fLsvee 1 ”\-\"u:\.. Bunkep site sog
insk of renewitiz dircunssions with Pounus D
officials for the purpose ol wrriviig at a cuning
approach to future renry negotiaiiv AEriae-
sador Bunker visited Pamasia fom Novews 2o

1953, dod egatn v fnaan

to December 3,
and 7, 1974,

Minister Juan Antonio Tack general principles

m diseussowith Prlbonani

upon which a new treaty might be based. Thew
discussions resulted mn thie Stateine '
of February 7, 1974 (Sce p. 3), whiel hus


http:lfini.le

served as a useful framework for the present
negotiations.

U.S. Treaty Objcctive

The principal objective of the United States
in the currcnt treaty negotlations is to protect
our basic interests in the Panama Canal. The
U.S. Government is sceking to esiablish a new and
" mutually acceptabic relationship between our
two countries whereby the United States will re-
tain essential righis to continue opcrating and
defending the canal for a reasonably extended
period of time. A new treaty bascd on partner-
ship with Panama would enable the United States
to devote all its energies to the ciiicient operation
of the waterway. Morcover, it would provide a
fricndly environment in Panama that is most con-
ducive to protecting our vital interests in keeping
" the canal open and secure. Such a freaty wouild
be consistent with good business management,
represent good foreizn and defense policy, and
signify a new cra of cooperation between the
United States and the resi of the hemisphere.

In recent years Latin American nations have
made the negotiation of a more cquitable canal
treaty with Punama a major hemispheric issue
and a test of U.S. intentions regarding the “new
dialogue.”

Issucs in the Negotiations

In the months foliowing the February 7 signing
of the S:atemont of Principles, Ambassacor
Bunker and Foreign Minisier Tack met several
times in Panama and Washington to defline the
issues involved in the new treaty armrangement.
After agrcement was reached, the negotiaturs
moved into substantive talks aimed at resolving
these 1ssucs.

The United States and Panama have agreed in
principle that the Treaty of 1903 should be re-

placed by a modemn treaty that rejects the concept

of perpctuity and accommodates the sovereignty
of Panzma with the interests of the United States,
on the understanding that U.S. control and de-
fense of the Panama Cunal would continue for a
perivd of fixed duration. In the context of the
Statement of Principles the issucs the tivo nego-
tiating parties are working to resolve zre:

1. Duration: How long will the new treaty
remain in force?

2. Opceration and Delense: What rights and
arrangements will the United States have to
permii It to continue to opcraie, maintain, ana
defend the canal? What geographic arcas will

the United States require to accomplish its
purposc?

3. Jurisdiction: What arcas will be controlled
and what functions will be exercised by the
United States when its jurisdiction terminates,
and what is the period of transition?

4. Fxpansion of Capacity: How will the
treaty provide for possible ealargement of canal
capacity ? )

5. Participation: IHow and to what extent
will Panama participate in the administration and
defense of the canal?

6. Compensation: What will be the form and
level of ‘cconomic benefits to Panama in any new
trecaty ? R

Current Status of Negotiations

Since June 1974, the talks have been tdk}jﬂ’g
place in a cordial, informal atmospheré:—The
U.S. negotiators have been proceeding carefully
and methodically. While there is no fixed time-
table, the negotiators from both countrics have
indicated their satisfaction with the progress to
date and arc hopeful that both countries can
recach agrecement on a draflt treaty.

Any decision which the President might make
affecting the future of the canal will, of course,
be desigined to protect U.S. interests. Indeed, a
major reason for negotiating a new treaty is to
avert a scrious cxisis which would endanger our
interests. o

Any treaty agreed upon by the negotiators and
approved by ihe exccutive branca wili be subiaic
ted to the U.S. Scnate for ratification and subject
to full constitutional process. Panama, for its
part, has said that it will submit the new treaty
to a plebiscite to insure that it is acceptable to
the Panamanian pcople.

STATEMENT OF PRINCIPLES

Joint Statenient by the Honorable Ilenry Al
Kissinger, Sceretary of Siate of the United
States of Amierica, and His Lxcellency Juan
Antonio Tack, Minister of Iorcign Affairs of
the Republic of Panana, on February 7, 1974
at Panauia

The United States of America and the Repub-
lic of Panama have been engaged in negotiaiions
to concrde an entirely new trealy respecting
the Panamaa Canal, negotiations which were made
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possible by the Joint Decluration hetween the
two countrics of April 3, 1965, aoreed to under
the auspices of the l’um. went Council of the
()r&j"m{.mou of American States acting provision-
ally as the Orgun of Consultation,

treany

The new
would .’u.)r(vg..lc the Digaty C.\‘lsimg sinee
1905 and its subsequent amendmentis, establish-
inye the necessary conditions for a modemn rela-
between the two countrnies based on the
st profound mutual respect.
Sincc the end of last November

tionsiip
MOST

, the auihorzed

representatives of the two governments s have been
holding imporiant conversutions which have per-
mitted agreement to be reached on ua set of fun-

damen tal x)rmcx). s which will serve to guide the
negotiators in the cffort to conciude a just and
cquita‘nlc treaty climinating the

e, once and for all,

cuuses of conflict between the two countries.
The principles to which we have agreed, on

behalf of our respective goverin

follows:

ents, are as

treaty of 1903 and its amendments
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v ol an entively
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dance with what that treaty states, the rigbi to
use the Lnds, waters and alvspace whicli may be
nceessary for the operation, muintenance, protwee.
tion and delense of the canal and the tansit of
shiui.

5., The

and cquitable share of the benefits derived from

Republic of Panama shadl have a just

the operation of the canal in 1is tewitory, It is
recognized that the geographic pasition of i
territory constitutes the l).lnul);'.l resource of the
Republic of Panwa,

6. The Republic of Panama shall participate
m the a (hmm»mmon of the canal, In accordance
with a procedure to be asrced unon in the treaty.

D i P
The treaty shall also provide that Panama will

!

assume total responsibiiity for the operation of
the canal upon the termination of the treaty. Th
Republic 0‘ Yanauma shall erant to the Unlizd

o
States of Amerviza the rights necesswry to reaular
the transit of ships lhiou-;n the ¢

ryv

zanal andd ();):‘I\:' i
maintain, proiect and defend the canal, and 1o
undertake
those ends, as may be agreed upon in the
7. The Republic of Punama shall
with the United States of Amedca in
tection and defense of the canul in accordance

any ‘other specific acuivity related to
treaty
partcipaie

1
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possible by the Joint Declaration between the
two countries of April 3, 1964, agreed to under
the auspices of the Permanent Council of the
Organization of Amecrican States acting provision-
ally as the Organ of Consultation. The new |
treaty would abrogate the treaty existing since
1903 and its subsequent. amendments, establish-
ing the necessary conditions for a modern rela-
tonship between the two countries based on the
most profound mutual respect.

Since the end of last November, the authorized
representatives of the two governments have been
holding important conversations which have per-
mitted agrecement to be reached on a set of fun-
damentai principles which will serve to guide the
ncgotiators in the effort to conclude a just and .
cquiiable treaty climinating, once and for all, the
causes of confilict between the two countries.

The principles to which we have agreed, on
behalf of our respective governments, are as
follows:

1. The treaty of 1903 and its amendments

pe abrocated by the conclusion of an entirely
new interoceanic canal treaty.

2. - The concept of perpetuity will be eliminated.
The new treaty concerning tne lock canal shall
nave a fixed termination date.

3. Termigation of United States jurisdiction

\-.'

over Panamanian toritgry shall take place prompt-

v in accordance with terms specified in the treaty.
4. The Panamanian teriitory in which the canal
is situated shall Le returaed fo the furisdiction of
the Reoublic of Panema, e T S o o T
1o NCPLUulc ol anama. 3C LNCPLOIIC 01 Fanuma,

" in its capacity as territoral sovereicn, shall grant -

to the United States of Auncnca, 1or the duration
1 - - ]
of the new interoceanic-canal treaty and in accor-

DEPARTVIUINT OF STATE, U.S.A.
WASHI IGTON, D.C. 20520

dance with what that treaty states, the right to
usc_the lands, waters and_airspace whigh mav be
nccessary for the o crulior_l, malntenance, protec-
tion and defense of the canal and the transit of
shins. T

g. The Republic of Panama shall have a just
and cquitable share of the benefits derived from
the operation of the canal in its territory. It is
recognized that the geographic position of its

. territory constitutes the principal resource of ihe

Republic of Panama. o )

6. The Republic of Panama shall participate
in the administraiion of the canal, in 2ccordance
with a procedure to be agreed upon in the treaty.
The treaty shall also provide that Panama will
assume total responsibiiity for tae operation of
the canal upon the termination of the treaty. The
Republic of Panama shail grant to the United
States of Ameriza the rights necessary to regulate
the transit of ships through the canal and operate,
maintain, protect and defend the canal, and 1o
undertake any other specific activity related to
those ends, as may be agreed upon in the treaty.

7. The Republic of Panama shall participate
with the United States of Amencea in the pro-
tection and defense of the canal in accordance
with what is agreed upon in the new treaty.

8. The United States of Amenca and the
Republic of Paizama, recomizing the important
services rencercd by the lnteroceanic Panama
Canal to intemailona! maritime traffic, and bew-
ing in mind the possibiiity that the present canal
could beconie adoagunie for s2id | i

M < Ealiab i v
(At i 3

Lotocidaats,

agree bilaterally un provisions for new pigjects
“wiich will enlivge canal capacity.” Such provi-
sions will be Incorporated in the new ticaly 4n ac-
cord with the concepts cstabiished in principle 2.
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THE WHITE HOUSE

WASHINGTON :
Auagust 18, 1975

National Sccurity Decision Moemnorandam 302

TO: The Scecratary of Siate
The Secretary of Defense

SUBJLLCT: Panama Canal Treaty Negotiations

After considering the views expresscd by the Departments of State
and Defense concerning propesals fr:;.'x: negotiating instructions on a
new United States-Panama Canal Treaty, I have decided to modify
the negotiating instructions contanned in NSDMs 131 and 115 and to

supplermnent them as follows:

. °
-~ The ncgotiators are authorized to propose fo the
Panamanians that the treaty duration applicable for delense be

separated from its application io Ole‘dthIl of the Canal. With
regard to duration applicable to cperation of the Canal, the United
States negotiators should seek to obtain the longest possible period,
to terminate not ecarlier than December 31, 1999, With regard to
duretion o rpnlwramo to defense of the Canal, thu should seck to
~obtain a minimum of 50 years, but are authorized to recede to no
less than 40 years, They gnoula also make efforts to obtain a
rlgh. in principle for the United States {o participate in Canal

—

‘defense, :nchuﬁ:nm a limited mlllf‘ary prescnce in Panama, following
the(expiratzon of the treaty period applicable to defense, such
participation to be of a nature and under terms to be aﬁreed upon
between the parties not less than one year prior to the)eaty s

' -expiration. As a fallba ack, if deemed necessary to achieve the
objective of an extended period for Canal defense or other critical
negotiating objectives, the Negotiators may offer a reduction of the
duration period apphcablx_ to Canal cperation to a period of not less
than 20 years. . L,

r 3

- W:Lth regard to Canal CT\{')UJS‘I on, thﬁ Umtcd Stateg
Negrotiators should seck to obtain the longest possible period up to
the termination of United States responsibility foxr operation for a
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-United States option to exercise definitive and exclusive rights

expand the Canal's capacity, whether by addition of a third lone of

‘locks or the construction of a sea-level canal. As a fallliack, they

may scek to obtain -« cither in licuw of or in combination with
definitive rivhts -~ commitments that: (a) Panama will not permit

~the construction of a sca level canal in its territory during the
cpeviod of United States control of the existing Canal unless it has

first offered to the U;:itud States the option to construct such a
canzal. That opltion should be under terms and conditions which

w4

would accord to the Unitcd States rights relating to operation and

“defensc commensurate with the due protection and enjoyment of a

United States invesiment of that mmagnitude; (b) no country other
than the United States or )Panama shall bave responsibility for
opcrai_iorx and defense of an interocecanic canal in Panama; and
(¢) the neutrality suarantee applicable to the existing Canal will

apply to any new canal built in ranama.,

-~ With repard to land/vwoter areas, the United States
s acceptance of the United

Negotiators should seek o obtain Lanawra
States offer of January 18, 1975, modificd by the addition of such of
the following areas as the Negotiators {ind necessary in order to

further our objectives:
« Cristobal Picrs
- Land and Water Arcas in Gatun Lake

- Fort Shdrman jungle training avea south of the
22nd grid

- Coco Solo, Fort Ra‘ndcﬂ,ph and access to them via
Randolph Road

- Portions of the Alhrook/Claytern Training Arcas

Jf agreement is not possible on the basis of these offers, the United
States Negotiators should request further instructions from the

.President,

BT PN



e With regard to the negoticting process, the United States
Nepotiatars should seck to obtain Panwma's agreernent that the
negotiations will remein confidential so that the Panarna Canal issue

will not be injected into the domestic political process in the United

N

)
States in 1976,

~=- With repgard to the resumntion of negotiaiions, the United

States Negotiators shouwld procced promptly to continue their task,

-« With regard to the creation of a favorable national
cation, the Departments of State and

y

environment for trcaty rati
Defense should join in regular consuliations with the Congress on

the course of treaty negotiations and should initiate an effort to
build support for a new treaty with Paname.
o

€ /
4 '&},"‘*;J/‘(\

/ 7;’)

man, Joint Chiefs of Staff
tor of Central Intelligence

ce: . : The Chair
’ 1 'The Direc

"The Chicf Wegotiator for the Panama Canal Treatly
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I do not know.

A governmental agency certainly does
not know and is incapable of deciding.

The people who watch it will know—

each in his own way. And if it becomes,

necessary to make a decislon, that de-
cision will be made in the voting booth.
If people do not like the decisions made
by their elected representatives on con-
troversial issues of public importance,
such as hunting, they can vote them out
of office. |

That is the way the system.should
work. And it can work only if the people
get all kinds of facts and opinions on
all sorts of issues from printed publica-
tions and radio and television pro-
grams—the press—iree from govern-
mental interference.

HAT FUTURE FOR THE PANAM
CANAL

Mr. McGEE. Mr. President, last week
U.S. Ambassador Ellsworth Bunker re-
turned to the negotiating table in Pan-
ama. This is a very significant develop-
ment because, as the press has reported,
it is solid evidence that the impasse over
the U.S. negotiating position has been
broken, thanks to the political courage
shown by President Ford.

The President is to be commended for
his determination to get on with the
canal negotiations. Much of the credit
due him on this issue stems from the fact
that there are so many misconceptions
about the Panama Canal and our rela-
tionship to it that any political leader
who advocates a new treaty relationship
with Panama 1s, in the eyes of many
Americans, automatically guilty of “trea-
son, bribery, or other high crimes and
misdemeanors.” Endorsing a new treaty
relationship with Panama is akin to a
public statement denouncing mother~
hood, apple pie, and “when Johnny comes
marching home again”—all rolled into
one.

Mr. President, no one has done more
to dispell this kind of thinking about the
Panama Canal issue than Sol Linowitz,
our former Ambassador to the Organiza-
tion of American States and Chairman
of the U.S. Latin American Commission.
Ambassador Linowitz has done yeoman'’s
service in helping Americans to overcome
the “Panama Canal syndrome,” and
erase the many misconceptions about the
canal and our real interests in it.

In this regard, I want to draw my col-
leagues’ attention to an article by Am-
bassador Linowitz, which appeared in
Friday’s—September 5—Washington
Post. This article entitled, “What Future
for the Panama Canal?” is addressed
specifically to Congress because of the
recent efforts on Capitol Hill {o impede
the treaty negotiations, if not postpone
them indefinitely.

Mr. President, the Linowitz article goes
directly to the gut issues:

SOVEREIGNTY OVER THE CANAL

The simple answer is that the United States
never had sovereignty. The 1903 treaty speci-
fically gave the United States authority which
it would have “if it were sovereign.” Obvious-
ly, these words would not have been neces-
sary If the. United Btates were, in fact,
sovereign,
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NATIONAL SECURITY

“The fact of the matter is that the great-
est danger to the security of the United
States would be the continuance of_ the

. present status of the canal.”:

POLITICAL INSTABILITY AND VIOLENCE

“If any course is designed to expose the
canal to political instability and violence, it
would be an anachronistic effort to maintain
In effect a treaty negotiated in 1903 which is
no longer respected, which is looked upon by
Panamanians of all political persuasions as
an afiront to Panama’s national dignity and
as a colonial enclave, and which is viewed
throughout Latin America as the last ves-
tige of ‘big stick’ diplomacy.”

U.S. COMMERCIAL INTERESTS

“Admittedly, the canal is important to us
commercially, but obviously its economic
significance has diminished considerably as
world commerce patterns and technologies of
shipping have changed.”

These observations are as timely as
they are accurate. They deserve the most
careful consideration by each Member of
this forum.

I ask unanimous consent that the
Linowitz article be printed in the Recorp.

There being no objection, the article
was ordered to be printed in the REcorp,
as follows:

WHAT FUTURE FOR THE PANAMA CANAL?

(By Sol M. Linowitz)

OAS Secretary General Orfila recently
called the Panama Canal ““the most explosive
issue In Latin America.” A lot of other con-
cerned Latin Americah and U.S, leaders have
for some time been warning us about the
canal issue and what it may mean to the
whole future of the hemisphere.

But most Americans have not been listen-
ing—especlally Congress.

As though to prove how hard it has not
been listening, just before the August recess
the House of Representatives passed 246-164
the Snyder Amendment to the State Depart-
ment appropriation bill, which would have
kept the State Department from even nego-
tiating about a new Panama Canal treaty.
Only vigorous efforts In the Senate kept that
body from adopting the Byrd Amendment to
the same effect.

These developments came some weeks after
38 senators and 126 representatives co-spon-
sored a resolutlon that sharply opposed the
basic objectives of a new treaty.

Obviously there must be some reason
otherwise thoughtful members of Congress
are lining up as they are with respect to such
a potentlally dangerous issue. The answer is
clear enough: Neither the administration
nor those members of the Congress support-
ing a new treaty have directly responded to
the arguments and concerns of those who are
opposing the treaty. Rather, they have been
content to let the opposition build in the ap-
parent expectation that once a treaty is
negotiated they will be able to make their
case effectively.

But time is running out and opposition is
building. Meanwhile, Ambassador Ellsworth
Bunker and Panamanian Foreign Minlister
Juan Tack make progress toward e new
treaty which may face rejection in the Sen-
ate. If that happens, we may find that the
Panama Canal has become a tinderbox.

It is long past time to take a hard look at
the arguments being advanced against the
new treaty and to deal with them forth-
rightly. Good questions are being asked and
they deserve responsive gnswers,

Will the new treaty mean a surrender of
United States sovereignty over the Canal?

The simple answer 1s that the United

States never had sovereignty, The 1903 treaty
specifically gave the United Siates authority
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which it would have “if it were sovereign.”
Obviously, these words would not have been
necessary if the United States were, in fact,
sovereign. A new treaty which recognizes
that fact and goes on from there to work out
& mutually agreeable arrangement for con-
trol of the territory can hardly be called a
surrender of United States sovereignty.

Will a new Panama Canal treaty prejudice
our national security? -

The fact of the matter s that the greatest
danger to the security of the United States
would be the continuance of the present
status of the canal. If there is not a new
treaty, we will be running the grave risk
that the canal—which is, of course, exceed-
Ingly vulnerable under any circumstances—
may be damaged or destroyed by irate Pan-
amanians. By the same token we may find
ourselves in the position of having to defiend
the canal by force against a hostile popula-
tion and in the face of widespread, if not
universal, condemnation. Since the new
treaty will specifically include provisions for
a continued U.S. defense role with respect to -
the canal, it is hard to see liow a new treaty
could be adverse to our national security.

Will a new treaty weaken the United States
position by exposing the canal to political .
instability and violence?

If any course is designed to expose the
canal to political instability and violence,
it would be an anachronistic effort to main-
tain in effect a treaty negotiated in 1903 -
which is no longer respected, which is looked
upon by Panamanians of all political persua-
sions as an affront to Panama's political dig-
nity and as a colonlal anclave, and which 1s
viewed throughout Latin America as the last
vestige of “big stick” diplomacy. Under the
new treaty the United States would be able
to protect its position while allowing Pan-
ama a -greater responsibility in the canal’s
operation. -

Will @ new treaty adversely affect U.S. com-
mercial interests?

Admittedly, the canal is iinportant to us
cominercially, but obviously its economic
significance has diminished conslderably as
world commerce patterns and technologies
of shipping have changed. Today large ves-
sels cannot, use the canal and a major ex-
pansion of the present capacity may be nec-
essary—possibly a sea level canal, If the sit-
uation remains as it is, it 1s hardly likely that
Panama would accede to the modernization
required, In order to accomplish that, there
must be assurance of Panamanian coopera- .
tion precisely as called for in the proposed
treaty.

In the light of these facts, it certainly re-
quires no extended argument to recognize
that efforts on our part to adhere to the 1903
treaty would be both damaging to our na-
tional interests and in derogation of our
hemispheric objectives. By the same token
the new treaty would demonstrably offer the

. prospect of increased security for the canal
and the furtherance of our common goals
for the Americas.

ZERO TO $5 MILLION IN JUST 9
YEARS

Mr. NUNN. Mr. President, earlier this
year, I was privileged to participate in &
ceremony honoring the Georgia Small
Businessman of the Year for 1975. This
young man, Joe Kelly McCutchen, Jr., of
Dalton is an ardent believer in the free
enterprise system.

In a recent issue of Georgia Progress
magazine there appeared an article de-
scribing how Joe Kelly has put his be-
liefs into practice, enabling his small
family firm to grow to international
status with annual sales of over $5
million. -
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full-faith bargaining. To the contrary, of
course, 1t encourages management negotia-
tors to withhold concessions and com-
promises.

In fact, Hearing Examiner Present recom-
mended In 1972 that CAB not approve higher
strike payments because they could have the
effect of swaying an airline’s decision “as to
when it should settle a strike, to the detrl-
ment of the public utilizing air transporta-
tion.”

There is other solid proof that MAP en-
courages and prolongs strikes. In 1958 when
MAP was organized, alrline strikes lasted an
average of 30.7 days. Today alrline strikes
average 95 days—a soaring Increase of more
than 200% in the 16 years MAP has been
at work. This is a far greater increase in the
duration of strikes than in any other major
industry.

Thousands of St. Paul residents and busi-
nessmen have vivid memories of the 1970
Northwest Airlines strike, Although on strike
for 160 days, Northwest enjoyed a net profit
of $44,000,000 for that year. Without MAP
payments, Northwest would have lost
$2,000,000.

That story is repeated over and over again
with other MAP-affillated alrlines, Over and
over again alrline strikes were Induced and
then prolonged unreasonably because of the
guaranteed profits. As one witness told the
Aviation Subcommittee last week, "“Why
should management be anxious to setile;
they can’t lose.”

Sometimes Iin unguarded moments, alr-
line executives admit that they like strikes
because they're a source of profit. For ex-
ample, C. C. Tilinghast, Chalrman of Trans
World Airlnes, told a Honolulu newspaper
reporter that the longer a strike by fAlight
attendants continued, the higher TWA’s
profits would be for 1973. TWA banked
$74,484,000 In MAP assistance payments
during that 44-day walkout.

As Reporter Elsele quoted me as telling the
Subcommlittee, “These facts and figures are
enough to convince any reasonable person
that MAP is a strike inducing, strike-pro-
longing and strike-breaking instrument.”

Your editorial next makes the point that
MAP has been upheld by a U.S Court of
Appeals decislon. When Senator Gravel was
asked about this during the hearlng he
replied that it is within llving money that
some of the nation's highest courts upheld
child labor, the shameful 12-hour day of
toll for youngsters 11 and 12 years old in coal
mines and textile mills. I also point out that
the court ruled on the basis of existing na-
tional policy brought about by national law.
Obviously since there Is no law to the con-
trary, MAP is not in violation of national
policy.

Next the Pioneer Press editorial points an
accusatory finger, or s0 it seems, at the pay
scales of pilots and ground crews. When this
point was briefiy raised at the hearing I made
this response: “When I fly I feel confldent
and comfortable when I know there’'s a pilot
up front getting $50,000 or more and not
$10,000; I know he has to be the best tralned
and most skilled in the world. And I feel con-
fident and comfortable when I board a plane
that has just come from maintenance know-
ing that the maintenance men are highly
pald and therefore highly skilled.”

Does the editorial writer want to analogize
between an alrline pilot In command of a 747
with responsibility for 400 lives, and a steel~
worker in a highly automated plant?

Pilots do not buy planes. Aircraft get
larger and larger; their equlpment becomes

more and more intricate and complex. They —

carry more and more people. Consequently
there are greater demands of responsibility,
gklill, experience and judgment Imposed om
airline pilots than on any other service em-
ployees in the world.
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Finally, the editorlal notes that “alrline
unions have thelr own mutual aid program
in the form of strike funds.”

This 1s so ill-informed a comment as to be
ludicrous.

First off, there Is absolutely no mutual ald
pact among the airline unions, nothing paral-
leling MAP with 1ts $2,000,000-a-day strike
subsidy payments to TWA.

The fact Is that some unions pay no strike
benefits at all. Some unions that do pay,
provide only the barest subsistence funds,
$2 to $7-a-day, and that hardly puts food
on the table. Certainly no one can suggest
that is profit making,

Senator Gravel (testifying alongslde me at
the hearing) astonished some Senators by
revealing that ‘‘Alrline clerks and machinists
may—if the union strike fund is full—receiv:
815 and $40 a week respectively. The pilot
recelve one-fifth of their salary but only after
one month of a strike.” If 1t will help any,
I would agree that alrlines get the same
proportion of thelr normal profit that em-
ployees get of theirs.

Those facts stultify any remark that “air-

line unions have thelr own mutual ald pro--
. gram In the form of strike funds.” While a

strikebound alrline is enjoying up to 20%
guaranteed profits, the striking airline clerk
or mechanic is looking for a part-time job,
applying for unemployment compensation,
or standing in line for food stamps.

Finally let me bring forward one aspect of
MAP which the Pioneer Press editorial wisely
sidestepped: the damage Inflicted by MAP-
prolonged strikes on whole communities and
regions, especlally those served by enly one
alrline.

We know of alrports in single-airline com-
munities being almost entirely shut down,
disemploying alrport personnel, maintenance
workers and employees of such airport enter-
prises as restaurants, rent-a-car agencies,
freight-forwarding firms, and bus lines.

We know of factories in such communities
having to close down because machinery re-
placement parts could not be obtained by
alr-freight. We know of retaill stores and
wholesalers suffering greatly. reduced busi-
ness because salesmen and suppliers had to
come to the community by car, sometimes
from long distances,

Those of us responsible for national policy
can't forget those communities, even if edi-
torial writers can. We cannot, for example,
forget Fargo, North Dakota, which was so
badly injured by the 1972 Northwest Alrlines
strike that It asked CAB to rescind North-
west’s certificate and issue a new one to
another airline.

We cannot forget the resolutions of protest
against MAP that reached us in Congress last
year and this year from communities in
Texas, Loulslana and New Mexico because of
the needlessly prolonged shutdown by Texas
International Airlines, a shutdown that
ended earller this year after 125 days.

An Investigation into this strike disclosed
that 26 Texas communities served only by
TI were severely hurt by the closures, with
business fallures sharply increased.

‘We cannot forget that the New Mexlco
State Legislature, alarmed and worried over
the effect of the MAP-supported TI strike
on the state's economic health, memorlalized
us In Congress and asked for a “full Con-
gressional investigation of the Mutual Aid
Pact.”

Cougress Is now responding to the appeals
from Fargo, North Dakota, from scores of
communities in Texas and Louislana, and
from the New Mexico State Legislature.

And ironlcally while we are doing so, the
Pioneer Press editorial tells us that *“The
move against the mutual ald pact in the
Senate seems uncalled for , . 7~

We hope that in the Interests of fairness
and press accountebility thet you will print
the foregoing rebuttal, I often marvel at
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how smart so many editorial writers can be,
absent of most of the facts,

Among the many reasons I ask it, 1s the .

fact that people of St. Paul and our city's
business community and alr traveling public
want to prevent a repetition of the 160-day
1970 Northwest Alrlines strike which brought
no inconveniences to Northwest executives
but large profits into their corporate bank
accounts.
Sincerely,
JosepH E. KaRTH,
Member of Congress.

P.5.—I am satisfied that you did not write
the editorial because you never write one
absent most of the facts.

THE PANAMA CANAL ZONE TREATY
NEGOTIATIONS.

Mr. HUMPHREY. Mr. President, I
ask unanimous consent to have printed
in the REcorp a statement by the dis-
tinguished Senator from Wyoming (Mr.
McGee), and the material attached
thereto.

The PRESIDING OFFICER. Without
objection, it is so ordered.

STATEMENT BY SENATOR MCGEE

The mnegotlations between the TUnited
States and the Republic of Panama over &
new Canal Zone Treaty has sparked con-
siderable controversy within the Congress.
Much of this controversy has been based
upon an outdated emotionalism—an emo-
tlonalism which ignores basic factual con-
slderations involved in this issue.

Therefore, I would urge my colleagues to
glve close attention to a paper written by
Robert G. Cox for The Americas in a Chang-
ing World, which was published just this
year. The book was compiled by the Com-
mission on United States-Latin American
Relations, whose Chairman is former OAS
Ambassador, Sol M. Linowitz. Mr. Cox, who
was & consultant to the Commission, sets
out the lssues Involved In the Panama Canal
Treaty in a very pragmatic and factual man-
ner. He is to be commended for this in-
valuable contribution to the debate sur-
rounding the Issue of a new treaty with
Panama.

As Mr. Cox notes: “Americans have been
inclined occasionally to overstate the
commercial significance of the Panama
Canal. ...”

He points out that only 18 percent of the
world's total merchant fleet (4,500 out of
25,000 ships over 1,000 tons) transit the
canal each year. In an effort to set our fac-
tual house In order, 1t is Interesting to note
that the United States ranks tenth in the
oceanborne commerce 1t sends through the
canal by weight. Nicaragua ranks first with
76.8 percent of that natlon’s oceanborne
commece transiting the canal each year. The
United States sends only 16.8 percent of its
oceanborne commerce through the canal.

How vital is an effective and efiiclent op-
eration of the canal to the two participants
in the treaty negotiatlons—the U.S. and
Panama? As Mr. Cox notes, about 30 per-
cent of Panama’'s gross national product and
40 percent of Its forelgn exchange earnings
are directly or indirectly attributable to the
Canal and related Institutions. Yet, the
Panama Canal affects less than one percent
of our total GNP as a natlon.

Mr. Oox notes that:

By volume, less than five percent of the

total world trade transits the Panama Canal.
By value, the proportions would be 1little
more than one percent; an Increasing per-
centage of more expensive cargo is being
transported by alr (for example, about 10
percent of the U.8. foreign trade), and most
Canal cargo is in bulk commodities.
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I found this observation by Mr. Coux quite
interesting:

The ad]ective most frequently applied to
the Canal by Americans is ‘vital.’ In terms of
U.S. trade, however, the numbers would jus-
tify more modest description. Convenlent.
Useful. The Canal is economically vital to
Panama, perhaps also to Nicaragua and a
few other Latin American countries, but not
to the United States.

These are just but a few of the observations
which Mr. Cox offers which I think are im-
portant for Senators to consider at this mo-
ment, rather than allowing themselves to be
deluded by emotional arguments reminiscent
of an earller era. The military and strategic
arguments are also handled In the same fac-
tual manner by Mr. Cox and certainly should
be studled very carefully by members of the
Senate, :

However, there 1s one observatlon which I
believe very relevant to our consideration of
& new treaty. This observation was made by
Jack Vaughn, formier U.S. Ambassador to
Panama, former Assistant Secretary of State
for Inter-American Affalrs, former Director
of the Peace Corps and former Ambassador
to Colombla.

‘. + « ‘a Latin American Vietnam.” He flnds
that through the collaboration of Congres-
sional and milltary supporters of the Canal
Zone, ‘Presidents’ orders have been reversed,
diplomatic maneuvers and decisions brushed
aside, and the Unlted Nations told to go to
hell.” And he concludes, ‘The tinder awalts
the spark.’

The report ordered to be printed in the
REeCORD is as follows: )

CHOICES FOR PARTNERSHIP OR BLOODSHED IN
PaNnaMa
(By Robert G. Cox)

On November 2, 1903, at 5:30 in the after-
noon, the crulser U.S.S. Nashville arrived at
Colon In the Republic of Colombia, its mis~
slon to block deployment of Colombian
troops. The next day cltizens in the Pana-
manlan province revolted and declared their
independence. The revolution was bloodless,
except for the death of one Chinese by-
stander. Fifteen days later, the U.S. govern-
ment and the Republic of Panama entered
into a treaty, drafted by a Frenchman and
consisting entirely of language convenient
to the United States. Still in effect today,
the treaty granted the right to build and
operate forever an interocean canal, and to
establish, for that purpose, an American en-
clave In a strip of land and water nearly
half the slze of Rhode Island, bisecting the
Republic on an axis betwecen its two major
population centers. The U.S. consummated
that right as fast as logistics and technology
would permit.

The postition of the United States in world
politics for nearly two centurles has rested
on hegemony In the Western Hemisphere.
The country acquirecd interests during those
17 days In 1903 which included & responsi-

bility for the emergence of a nation, for the

administration of a major territorial posses-
slon, and for the management of an inter-
national public utility of both commercial
and military value.

Focusing on current efforts to negotiate
and ratify a new treaty, this paper submits
some findings of fact and observations con-
cerning the nature of those Interests and
the fulfillment of that responsibility.

DESCRIPTION OF THE SUBJECT MATTER

‘Although U.S.-Panamanian affalrs are sub-
-Ject to the full range of complexities found

in other binational relationships, the princi-.

pal subject matter has always been, and will
», continue to be, the Canal and the Zone. It
* ' 18 t0o early to. predict the contents of the
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revised draft treaty but the Canal and the
Zone will predominate.

Panama, by the 1903 treaty, granted the
U.S. perpetual jurisdiction as if it were sov-
ereign over the Canal Zone “to the entire
excluslon of the exerclse by the Republic of
Panama of any such sovereign rights, power
or authority.”

The Zone extends 5 miles on each side of
the center line of the Canal, and has an area
of 553 square miles of which 362 are land. It
is larger than the Amercian Virgin Islands,
Guam, and American Samoa combined. Pop-
ulation was 44,198 at the 1970 census. About
11,000 U.S. Armed Forces personnel have been
stationed in the Zone during recent years.

The Canal Zone Government and the
Panama Canal Company are the two principal
operating agencles, headed by one officer who
serves both as Governor of the Canal Zone

‘and President of the Company. The Governor

is appointed by the President of the United
States and reports to the Secretary of the
Army. As President of the Company he re-
ports to the Board of Directors, appointed by
the Secretary of the Army. The Canal Zone
Government maintains the clvil executive
authority. The legislatlve power resides In
the U.S. Congress and the judicial power is
exercised by a District Court of the U.S. Fed-
eral Court System. The Company operates the
Canal, the Panama Rallroad, and a ship
which salls between New Orleans and the
Zone. '

Another U.S.-Panama treaty was signed

January 25, 1955, increasing the annulity and

grantlng Panama some real estate and bulld-

Ings no longer needed by the Canal Zone ad-

ministration. U.S.-citlzen and non-citizen -

employees were guaranteed equallty of pay
and opportunity. The U.S. also agreed to
build a bridge over the Paclfic entrance to
the Canal. The bridge was opened October 12,
1962 on the Inter-American Highway.
Panamanians have shown little immediate
determination—of the kind so prevalent in
Egypt 20 years ago with the Suez Canal—to
assume the burdens and risks of administer-
ing the Canal.® Natlonalization or purchase ot
the Canal, ass; g elther were feasible,
might require “Panama to contribute some
effort to its management and defense, and
would imply sharing In the losses as well as
profits. In 1973, some officlals of the Pana-
manian government considered the possi-
bllity of acquiring the Canal by purchase
out of net earnings from increased tolls and
services.? This, however, seems not to have
recelved serlous attention.
Economic Considerations

Americans have been inclined occaslonally
to overstate the commerclal significance of
the Panama Canal, but 1ts value is none-
theless real. Adequate data exists to place it
in proper perspective. The recent volume of
transits, in number and cargo weight, Is as
follows.®

Total Cargo
oceangoing (in mitlion
transits long tons)
Fiscal year:
19 14, 807 108
14, 602 109
14,829 119
14,617 121
14,238 111
14,238 128

The Canal’'s ultimate capacity is 26,800
transits annually, with certaln physical
improvements.

Four categories of bulk commeodities in

Footnotes at end of article.
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fiscal 1973 accounted for most of the tran-
siting cargo.

Percentage
Petroleum and its products._.._._.... 18.2 .
Grains e 15.8 -
Coal and Coke._____.._.__. e ————— 11.1
Ores and metals_ o oo oo __ 0.9
- 566.0 -

Since transiting cargo tends to be made up -~
of commodities which are volatile on the
world market, traffic forecasting is difficult.

Each year 18 percent of the world's total
merchant fleet (4,500 out of 25,000 ships .
over 1,000 tons) transit the Cahal. The size
of an average ship transiting the Canal has .. .-
been increasing over the past ten years. '

The countrles most dependent on the -
Panama Canal send the following percentages
of the oceanborne commerce through the
Canal, by welght:.

. Percent <= -’

Nicaragua _.___.__-s________.__.l__. 76.8
El Salvador . 66.4
Ecuador 51.4 - -
Peru 41.3 -

Chile 84.3 1 .
Colombla 32.6 . .°
-Guatemala __ 30.9
Panama ____._ 20.4
Costa Rica __ 27.2

United States 16.8
Mexlico 16. 8
New Zealand ._____________ - 16.7

About 30 percent of Panama's gross na-
tional product and 40 percent of its foreign
exchange earnings are directly or indirectly
attributable to the Canal and related instal- -
lations. . ‘ . '

Canal Company tolls, by remaining con- .
ttant in dollar terms since 1914, have de-
creased in real terms, and at a precipitous
rate, as a Tesult of international monetary* \”
readjustments in the 1870s. The resuit is &
growing subsidy to Canal users.

Revenues of the Panama Canal Company
were $200 milllon in fiscal 1973. Approxi-
mately 43 percent of regular receipts came -
from operations other than Canal tolls. The
Company finances its own operations with-
out budgetary support from the U.S. govern-
ment desplte a policy of low toll rates and

‘minimal profits from other operations.

Proportions of the Canal Zone's product
derived from varlous sources In 1970 was as
follows: ‘

Percentage
Canal Company_________________.__ 44.7
Zone Government__._____._____.__. 10.2

Military bases and other official

agencles .o ool 39.9
Private enterpx;lse __________________ 5.2
Total .. 100.0

Of total U.S. forelgn trade, by value, the
Tollowing precentages transited the Canal in
the two most recent years for which data is
available:

' PERCENTAGES

1971, exports, 12.1; imports, 5.6; total, 8.8.

1972, exports, 13.0; imports, 5.3; total, 9.0.

Since foreign trade accounts for less than
10 percent of U.S. gross national product, the
Canal affects less than one percent of GNP,
By volume, less than 5 percent of the total
world trade fransits the Panama Canal. By
value, the proportion would be little more
than one percent; an increasing percentage
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of more expensive cargo is being transported
by alr (for example, about 10 percent of U.S.
foreign trade), and most Canal cargo is in
bulk commodities.

COMMENTARY

The adjective most frequently applied to
the Canal by Americans is *“vital.” In terms
of U.S, trade, however, the numbers would
Justify more modest descriptions. Conven-
ient. Useful. The Canal is economically vital
to Panama, perhaps also to Nicaragua and a
few other Latin American countries, but not
to the Unlted States.

One way to analyze the Canal’s commer-
clal value Is to consider what would happen
1f 1t were not there. The figures already pro-
vided for U.S. and world trade transiting the
Canal—9 percent and 1 percent, respec-
tlvely—should not be regarded as represent-
ing the portion that would be lost if the
Canal were inoperative. The decision to send
a given shipment through the Canal is fre-
quently a close one, and almost always there
are alternative routes or modes of trans-
portation. John Elac* has described the im-
pact of closure of the Canal on total U.S.
and world commerce as “inconsequential.”

An indicator often cited as proving the
Canal’s essential worth 1s: “70 percent of its
traffic elther originates or terminates in U.S.
ports.” In the first place, the percentage is a
Httle inflated. It should be 66 percent, but it
should then be compared to a totallty of 200
percent, not 100 percent, because 1t refers to
both arrivals at and departures from U.S.
ports. The indicator, even when placed in
that perspective, Is spurlous because 1t im-
plies but does not provide an Iimpressive
statistical base. Presumably no one belleves
that if only ten motorboats transited the
Canal in" 1975, four coming from and three
bound for U.S. ports this would refiect some
kind of vital U.S. interest.

When we look at U.S. investment in the

Canal, 1t Is “tempting to Include defense
costs, as Senator Strom Thurmond does
when he says we have committed a total of
$5,695,745,000.4 But since the Canal is con-
sldered a defense asset, we would presumably
~be spending more than 1ts costs on addi-
tional defense If we did not have it. The cost
of defending 1t should be at least off-set by
its asset value. Moreover, $5.7 billion is a
small fraction of one percent of U.S. military
oxpenditures during the 60 years of the
Canal’s operation, Indeed, the entire cost of
the Canal might have been lost in the
round-off of the defense budget in the fiscal
years 1914 to 1973,

As for the $700 milllon in actual unrecov-
ered Investment, the U.S. government would
have had that back by now had it not elected
to subsidize the shipping operations of user
nations through reductions in real toll
charges while demand for transit service was
increasing.

MILITARY CONSIDERATIONS

By the turn of the century, the United
States had staked out its continental domain,
subdued the indigenous peoples, resolved its
main internal conflicts, established unques-
tioned predominence in the Hemisphere, and
was ready to become a global power. On April
21, 1898, the nation went to war with Spain,
and in three months destroyed the Spanish
fleet at Manila, drove the Spaniards from
Cuba, conquered the Philippines, took Puer-

to Rico and Guam. The battleship TU.S.8.’

Oregon made a dramastic 16,000 mile voyage
around Cape Horn to participate in the Bat-
tle of Santiago de Cuba. During the Span-~
ish-Ameriean War, the US. annexed Ha-

*Dr. John C, Elac I8 an international econ«
omist and a specialist in U.8.-Latin Amer=-
fcan relations. He was a member of the Board
of Directors of the Panama Canal Company
and a member of its Committee on Budget
and Flnance (1967-69).

Footnotes at end of article,
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waiil after collaborating in a revolt there.
The U.S. then responded to the 1899 Boxer
Rebellion in China, by sending two infantry
regiments, one troop of cavalry, one battery
of light artillery, and two battallons of Ma-
rlnes, commanded by & major general, to
Join in military operations with the British,
French, Japanese and Russians. A tra.nsi.éth-
mian canal, long regarded as a potential as-
set to burgeoning U.S. forelgn trade, sud-
denly became a strategic imperative. The
Canal has never been interrupted or serious-
ly threatened by hostile action.

FACTS

The Canal remains a prime consideration
in the planning for and accomplishment of
the safe and timely movement of naval units
between the Atlantic and Paclific Oceans. A
saving In distance of approximately 8,000
miles is reallzed by Canal translt (versus
rounding Cape Horn), in the deployment of
ships from one coast to the other. A time
saving of up to 30 days can accrue for slower
ships and at least 15 days for fast ships cruis-
ing at about 20 knots.

During fiscal 1968, a representative year
of the Vietnam conflict, 33 percent of the
dry cargo shipped from the continental UT.S.
by the military sea transport service to South
Vietnam, Thailand, and the Philippines, and~
Guam, transited the Canal. For petroleum,
oil, and lubricants the proportion was 29
percent. An unofficial estimate of the pro-
portion of dry cargo used to support U.S.
military involvement In Vietnam which tran-
sisted the Canal is as high as 40 percent.

However, in 1970 there were about 1,300
ships afioat, under construction, or on order
which could not enter the Panama Canal
locks. There were approximately 1,750 more
ships that could not pass through the Canal
fully laden because of draft limitations due
to seasonal low-water level.

‘The National Defense Study Group, of the
Atlantic-Pacific Interoceanic Canal Study
Commisslon specifically noted the ‘“vulnera-
bility of the present canal,” and stated the
fact that it could be closed by the use of
relatively unsophisticated weapons is par-
ticularly significant In view of {forecasts
which anticipate that insurgency and sub-
version will probably persist in Latin Amer-
lca to the end of the century; interruption
for extended perlods to Canal service could
be achieved with relative ease®
- If Gatun Lake were emptied by simple
breach of 1ts dam, for example, the Canal
could be out of operation for as long as two
years, awalting sufficlent rainfall to refill the
lake,

‘The National Defense Study Group further
found that even a sea level canal, though
less vulnerable, would face threats of sabo-
tage, clandestine mining, or the attack of
shipping by low-performance aircraft or
readlly transportable weapons, The more tra-
ditlonal forms of attack—blockade, naval, or
aerial bombardment, or ultimately attack by
missile-delivered nuclear weapons—are un-
likely, in the Group’s view, because the at-
tacker would be confronted by the total mil-
itary strength of the United States.®

The Study Group concluded that closure
of the Canal for pertods of approximately 30
days, provided that they could be anticipated
in advance, would not have serious defense
implications, but the denilal of the Canal to
both defense and commercial shipping for
two years could have a sertous adverse effect
on the national defense?

The original purpose of U.8. troops in Pan-
ams was to protect the Canal from a foreign
aggressor. That 18 still ostensibly thelr pri-
mary mission. However, the Canal Zone 1g
also a command or coordination center for
most U.S. Armed Forces programs and aca
tivities In Latin America, including foreign
mintary assistance and training, intelligence,
and operational preparedness. The legality of
these operations has been questioned. How-

'
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ever, the Zone, as long as it remalins relatively
secure from renewal of the nationalistic at-
tacks of the 1960s, provides a location of un~
rivaled excellence for an administrative head-
quarters, communications center, and-train- .
ing ground.

COMMENTARY

Two military issues concerning the Pana-
ma Canal overshadow all others: utility and
defensibility.

The Canal’s military value during the first
half of this century is well established, prin-
cipally by its contributions to the two World
Wars. Regarding the Korean War and the
conflict in Southeast Asla, 1ts utility 1s less
certainly established. A former senior officer
of the U.S. Budget Bureau Military Division
estimates that alternative modes of shipment
would have had no adverse effect on the Viet-
nam War effort and that additional costs
would have been negligible.® A ranking State
Department expert in Panamanian affairs
now terms the Canal “a milltary asset of de-
clining value.” * Nevertheless, a residual util-
1ty will remain for some time, largely be-
cause of the constraints of U.S. West Coast
port facllities, particularly in munitions-
handling.

As for the second issue, the Cameron re-
port of the Center for Inter-American Re-
lations puts 1t succinctly: ‘““The Panama
Canal is no longer defensible.” * This holds
for either a strateglc attack or destruction
by a determined and resourceful enemy.”
The Canal can, of course, be held against
some levels of civil disturbance. These in-
formed but independent views do not diverge
essentially from the later officlal judgment
of the National Defense Study Group.nt

As the strategic value and defensibility of
the Canal eroded, the Zone has taken on a
new mlilitary significance. The U.S. bases
there form the operational center of Ameri-
can military activity in Latin America. Am-~
bassador Jack Vaughn® thus described the
situation last October: .

The U.S. military command in Panama is
made of two parts: a major general from
the Corps of Engineers who governs the
Panama Canal Company from DBalboa
Heights, and a four-star general from the
Army (CINCSOUTH) who directs Canal Zone
military operations from an underground
complex at Quarry Heights. Thelr overriding
common objective i8 to maintain the status
quo, and over the years they have been
largely Immune to the precepts and changes
of U.8. foreign policy.

While the Administration’s policy has led
to a reduction in all the U.S. military mis-
slons assigned to other Latin nations, the
Pentagon has maintained 1its top-heavy com-

- mand Intact in the Zone. (The superabun-~

dance of Colonels in the Southern Com-
mand has led enlisted men to refer to it as
“Southern Comfort.”) While the U.S. mili~-
tary in all other Latin nations is under the
direct supervision of the U.S. Ambassador,

in Panama independent policy control is ex~ ~ B

ercised by the Pentagon. Just when Presi-
dent Nixon was assuring our good neighbors
that the U.8. woudd wear a white hat in the
Hemisphere, the Pentagon expanded train-
ing of Green Berets in the Zone.1®
In May 1974, there was some indication in -
the Pentagon that clvilian officlals might - °
succeed in abolishing CINCSOUTH as & uni-
fied command and reduce the rank of the
senior U.S. troop comma.nder in the Zone to
major general.!®
POLITICAL CONSIDERATIONS

The history of U.S.~-Panama relations has
been characterized by (1) Panamanian sur-
prise and mortification over the implemen=-

-~

*Jack Hood Vaughn was U.8. Ambassador
to Panamsa (1964-1965); Asslstant Seoretary
of State for Inter-American Affairg (1066—
1968); Director of the Peace (1966-
1969); Ambassador to Colombia (1969-1970).
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tatlon of the 1903 trcaty; (2) increasing
Panamanlan agitation for revision; (3) an
initial dilatory paternalism on the part of
the U.S.; and (4) a more recent willingness
by the U.S. Exccutive Branch to relleve Pan-
ama’s grievances while influential members
of the House and Senate demand retention
of “personal soverelgnty” in the Zone. For
the past ten years, off and on, the two coun-
tries have been trying to negotiate a way
out of the 1903 treaty.

The Canal Zone Is an American colony. In
the international politlcal context, the word
“colony” has two generally accepted defini-
tlons: (1) the compact settlement of a group
of nationals from one country within the

' territory of another while the settlers re-.

maln loyal to the mother country; and (2)
a nonself-governing territory, or a depend-
ency without full self-government, considered
by the. various governing powers to be a
territory under the jurisdiction of the mother
country, prevented by social, economic, and
political restraints from being fully in charge

. of its own declsions. The Canal Zone con-

forms to both of these definltions.

In Panama City, March 21, 1973, the United
States vetoed a U.N. Security Counclil resolu-
tion calling on both countries to negotiate a
new treaty to “guarantee full respect for
Panama’s effective sovereignty over all its
territory.” The T.S. explained its veto, the

third in its history, by saying it wanted to .

negotiate with Panama “without outside
pressure.” All other Security Council mem-
bers voted for the resolution except the U.K.
which abstalned.

The multinational forum then shifted to
the Organization of Ameyican States where
hemispheric foreign ministers have, during
the past year, expressed unprecedented con-
cern over the Canal Zone issue.

On February 7, 1974, in Panama Clty, Sec-
retary of State Kissinger and Panamanian
Forelgn Minister Juan Tack initialed a state-
ment of eight Princlples of Agreement pro-
viding that:

Panama will grant the Unlted States the
rights and facilitles and lands necessary to
continue operating and defending the Canal;

The United States will agree to return to
Panama jurisdiction over its territory; to rec-
ompense Panama fairly for the use of Its
territory; and to arrange for the participation
by Panama, over time, In the Canal’s opera~
tion and defense;

The new treaty shall not be in perpetuity,
but rather for a fixed period, and that the
parties will provide for any expansion of
Canal capacity in Panama that may eventu-
ally be needed.™

Senator Strom Thurmond on March 29,
1974, introduced Senate Resolution 301 on
behalf of himself and 31 other Senators
noting, in part, that:

United States diplomatic representatives
are presently engaged In negotiations with
representatives of the de facto Revolutionary
Government of Panama, under a declared
purpose to surrender to Panama, Now Or on
some future date, United States sovereign
rights and treaty obligations, as defined be-
low, to maintain, operate, protect, and other-
wise govern the United States-owned Canal
and its protective frame of the Canal Zone;

Title to and ownership of the Canal Zone,
under the right “in perpetuity” to exercise
soverelgn control thereof, were invested ab-
solutely in the United States and recognized
to have been so vested in certain solemnly
ratified treaties by the United States with
Great Britain, Panama, and Colombia . . .

United States House of Representatives, on
February 2, 1960, adopted H. Con. Res. 459,
Elghty-sixth Congress, reaffirming the sover-
eignty of the United States over the zone
territory by the overwhelming vote of three
hundred and eighty-two to twelve, thus

" Footnotes at end of article,
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demonstrating the firm determination of our
people that the Unlted States malntain its
indispensable sovereignty and jurisdiction
over the Canal and the Zone . . .

And resolving that:

The Government of the TUnlted States
should maintain and protect its sovereign
rights and jurisdiction over the Canal and
Zone, and should in no way cede, dilute, for-
feit, negotlate, or transfer any of these
soverelgn rights, power, authority, jurisdic-
tion, territory, or property that are indispen-
sably necessary for the protection and se-
curity of the United States and the entire
Western Hemisphere . . 3¢

Writing in the New York Times on May 7,
1974, Senator Thurmond stated that a total

. of 35 Senators had, with “no great effort”

and mostly in a single afternoon, been con-
vinced to co-sponsor the resolution. He
added:

In my judgment, the Secretary committed
an egregious blunder in committing the
United States to a course of action on a new

Panama treaty without a reasonable assur- !

ance that the requisite two-thirds majority
of the Senate supported the abrogation of
sovereignty.

In consultations with members of Con-
gress before signing the statement, Mr. Kis-
singer and his chlef negotiator, Ambassador
Ellsworth Bunker, were advised that sur-
render of United States sovereignty in the
Canal Zone was not a negotiable item; they
apparently chose to ignore this advice.

There 1s no way in which the Joint State-
ment of Principles can be reconclled with
the Senate resolution.?

Senator Thurmond and certain members
of the House of Representatives contend
that the relevant language in the constitu-
tion requires that a majority of the House
as well as two-thirds of the Senate approve
any agreement which cedes land to Panama.
The State Department contends it is one of
many constitutional grants of power to Con-
gress which 1s affirmative but not exclu-
sionary, and cites precedents which “in the
‘speclfic context of Panama, . . . look two
ways.’’ 18

The State Department has understood

‘throughout the recent negotiations that no

treaty with Panama affecting U.S. jurisdic-
tion will be ratified without the approval or
acquiescence of the Jolnt Chiefs of Staff. The
JCS lines to Capitol Hill are time-honored
and uncontested. The Chlefs have accepted
the eight negotiating Principles of February

7, 1974, It remains to be seen whether they.
. will approve the treaty, If and when it is

concluded. Certainly as long as no treaty
has been drafted and Senator Thurmond
has a blocking third of the Senate aligned
against the Principles, the JCS would have
no need to take a negative stand in any case.

In early 1958, a few Panamanian students
quletly entered the Zone on the Pacific side
and planted small Panamanian fiags in pre-
designated 'spot. They called the foray “Op-
eration Soverelgnty.” The flags were quickly
removed by Zone employees. It was the har«
binger of other, more serious, demonstra-
tions to follow,

On Independence Day, November 3, 1959,
crowds of Panamanilans, led by students,
trled repeatedly to surge into the Canal
Zone and ralse their flag. Demonstrators
assaulted the U.S. Embassy and Information
Service offices in Panama, tore down the
Embassy flag, and attacked the American
Consulate in Colon. U.S. Army units took
up defensive positions on the Zone border.
Later that month even larger crowds dem-
onstrated and had to be subdued by Ameri-
can troops.

On April 18, 1961, 500 demonstrators tried
to storm the Canal Zone protesting the Bay
of Pigs and the role of Zone bases in the
invasion of Cuba. In January 1964, rival
groups of Panamanian and Canal Zone stu-
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dents faced each other at Balboa High School
in the Zone over the Issue of flylng the
American flag without the Panamanian flag
at the school. The ensuing rlots lasted for
four days. Sniper fire Into the Zone reached
600 rounds an hour at varlous times. Toll:

Four American soldlers and 20 Panamanlian .
civilians killed; over 400 Panamanians and

Americans wounded or Injured; extensSive
property damage. From 1964 to 1968 there
were riots annually.

On October 11, 19G8, the Guardia Nacional
selzed control of the country after a year
of pollitical turmoll. Over the next few
months, Colonel (now Brigadier Genefal)
Omar Torrljos emerged as the dominant fig-
ure in the “revolutionary government.”

Treaty negotiations with the U.8. were
long underway when Torrijos came to power
and were continuing on the third anniver-
sary of the milltary coup, October 11, 1971.
Addressing an annlversary rally of 200,000
Panamanians assembled two blocks from the
Zone, Torrijos asked:

‘“What nation on earth would bear the hu-
millation of seeing a foreign flag planted
in 1ts very heart? What nation would allow
a forelgn governor on Its territory? ... Our
enemies want us to march on the Zons to-
day. When all hope is lost of removing this
colonial enclave, Omar Torrijos will come
to this same square to.tell you: “Let us
advance.” Omar Torrijos will' accompany
you, and the 6,000 rifles of the Guardia
Nacional will be there to defend the integ-
rity and dignity of the people. But today we
are not going to the Zone.”

The New York Times concluded that: Gen-
eral Torrljos cannot turn back without los-
Ing face. Violence does not seem imminent,
but only a satlsfactory agreement will pre-
vent future trouble” ...* And the negotia-
tions continued.

COMMENTARY

The Archbishop of Panama, Marcos Mc-
Grath, describes the Canal Zone In thesa
terms:

“... the heartland, the most valuable eco-
nomic area ... In Panama today, the growth

.

.of her two major cities, Panama on the

Pacific and Colon on the Atlantic end of
the Canal, is hemmed in by the Canal Zone.
Teaming tenements face across the street a
fence and open fields or virgin jungles—
space unused, space reserved, space denied.

Panama City has grown from 200,000 to over .

500,000 in the past 15 years. It has had to
grow unnaturally along the coast five miles
and then cut inland, because of the Canal
Zone, creating a clumsy triangle, bottling
traffic, and testing the patience of every city
planner and in fact of every citizen. Pana-
manians, to go from one part of their coun-
try, in this day and age, still must traverse
an area that, though legally it is not, looks
like a foreign land: with its own police,
courts, post-office, stores, and this across the
very walst and heart of the nation.” ‘

Senator Alan Cranston has observed that
of the 15,000 workers in the Canal Zone,
4,000 are Americans, and of those, 1,289
work on the Canal while the other 2,700
are employed in’ schools, movie theaters,
bowling alleys, commaissaries, gold courses,
and a z00.2

‘The Panamanians, for thelr part, now have
the toughest and most charlsmatic leader in
thelr history. They proved from 1958 to 1967
that they can be tenaclous in the drive to
establish national jurisdiction over the Zone,
They have also shown that, under Torrijos,
they are willing to be patient as long as he
remains believable. But history does not
permit any natlonal leader total control of .
his people’s destiny, or even his own. The.
General has four alternatives: he can pro-

duce a supportable treaty. He can delay. He . '

can leave office. Or he can attack the Zone.
Time is running out on the first two.

.
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Futures and interests

The Panama Canal has five alternative fu-
tures:

A. Closure by hostile action, or by an ef-
fective decislon that it costs exceed its bene-~
fits, or both. There is little evidence that
points to such an eventuality, though it is
as Imaginable today as a seven-year closure
of the Suez Canal was 20 years ago.

B. Internationalization under the ausplces
of the United Nations, the Organization of
American States, or some other muitilateral
body. This 1s a theoretical alternative that
continue to be discussed, though it would be
far beyond the experience, capacity, and in-
terest of the UN or the OAS. Only a military
stalemate between the United States and
Panama—inconceivable before the U.S.-Viet-
nam stalemate, and still most unlikely—
could lead to Internationalization In the
foreseeable future.

C. Ownership and operation by Panama.
The greatest disservice which the present
Canal reglme does to Panama is not In with-
holding benefits, but in withholding the bur-
dens and problems of operating the Canal.
Some argue that Panama has been cheated
out of its falr share of the benefits. Others
contend that Panama was hansomely com-
pensated in 1904 for a strip of mosquito-in-
fested, disease-ridden swamp and jungle, and
that the Canal and the Zone constitute an
economic windfall which Panamanians could
have received only from the Americans. Both
arguments have merit. But, by assuming all
the burdens of running and protecting the
Canal, the United States has denied Pana-
ma the experlence and the challenge 1t needs
to reach its full maturity as a nation. Pan-
amanlans consider their geographic posltion,
which the Canal exploits, to be their prin-
cipal national resource. Yet, with its man-
agement pre-empted by Americans, they are
not prepared to assume control of this re-=
source. A new treaty might permit their grad-
ual assumption of operational authority,
but Panamanians are neither determined
nor able to take full charge in the foresee-
able future.

D. Continued ownership and operation by
the U.S. alone. If the U.8. government de-
cldes to hold the Canal and the Zone, it can
probably do so for a perlod of years and per-
haps until the Canal’s commerclal and mill-
tary asset-value declines to a negligible level.
The cost could be high and should be esti-
mated in advance.

E. Partnership between the United States
and Panama. This alternative is only feasible
if the U.S. is genuinely wiling to relinquish
its exclusive jurisdiction over the Canal
Zone. In the words of Ambassador Vaughn,
“Intransigence . . . can only iInflame the
Panamanians, for they now feel grossly
- abused” by the existence of the American
colony.2 If the political, economic, and cul-
tural insulation of the Zone were to dis-
. appear, Panama would be drawn inevitably
into an evolving operational partnership
with the United States in the Canal’s sup- -
port, management, malntenance, defense,
and possibly in its further development.

The United States has only three essential
objectives relating to the Panama Canal, ac-
cording to the Atlantic-Pacific Interoceanic
Canal Study Commission:

1. That is always be avallable to the world'’s
vessels on an equal basls and at reasonable
tolls;

2. That it serve 1ts users efficlently; and

3. That the United States have unimpalired
rights to defend the Canal from any threat
and to keep it open In any clrcumstances,
peace or war.® -

An American treaty negotiator, authorized
to speak for the Executive Branch, subse-
quently omitted the Study Commission’s sec-
ond objective on efficlency and added:

Footnotes at end of article,
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That the United States have the right to
expand Canal capacity, either by adding an
additional lane of locks to the existing Canal
or by building a sea level canal.?

Panama’s interests and Intentions are

Negotiate the Zone out of existence;

Falling that, try to make it too expensive
for the U.S. to stay in Panama, recognizing
that dollar costs alone may not be very im-
pressive to Americans;

Either way, assume an active role in operat-
ing and protecting the Canal.

Problems of Awareness and Attitude

The real content of the Panama-Canal
Zone Issue may be as much psychologlcal as
it is milltary or commercial. No problem of
current international affairs is more encum-
bered by national pride, convenlent miscon-
ception, legal abstraction, and lgnorance.

Americans have not been perceptive or even
consistent about Panama. Theodore Roosevelt
could boast one day, “I took Panama,” and
another day proclaim:

_ "We have not the slightest Intention of
establishing an independent colony In the
middle of the State of Panama . . . it is our

‘full intentlon that the rights which we ex-

ercise shall be exercised with all proper care
for the honor and interest of the people of
Panama.”

For three generations American democracy
has been- absent in the Canal Zone, where
public officials are not elected, but Imposed.
Civilian control of the military is inverted:
the Governor is a major general, but dis-
tinctly junior to the local troop commander.
The Zone economy ls state socialism, with
95 percent of the productive capacity con-
centrated in the hands of the government.

The world may well wonder whether the
United States knows what it is doing in
Panama.

Options and Costs

Given the alternatives governing the future
of the Panama Canal and the basic Ameri-
can objectives, there are only two operative
cholces for U.S. policy: we can pursue our
goals In active cooperation with, or in oppo-
sitlon to, the Panamanians. Panama will not
participate directly in that declsion, but will
presumably impose costs for either course.

MAINTAINING THE STATUS QUO

One option is to hold the Canal Zone while
we have the capabllity to fortify and defend -
1t against Panamanlans.

Senator Alan Cranston stated in October
1971 that the U.S. Armed Forces had—out of
40,000 officers, men, and dependents in the
Zone—only two battallons of Army combat
troops and no high performance combat units
from the Alr Force and Navy.® But reinforce-
ments are available, and CINCSOUTH pre-
sumably learned from its experiences in Jan-,
uary of 1964; for example:

That the Guardia National cannot always
be relled upon to restrain attacks upon the
Zone; - . .

That small arms fire from the Zone into
the Republic is not an adequate response
even to & few snipers;’

That the command had better have its
own search-and-destroy capability in any:
serious future confrontation;

‘That some of the civilians in the Zone (in-
cluding 8,000 women and 15,000 children)
could become casualties or hostages almost
Instantly, in the absence of adequate con-
tingency planning, security, fortification,
tactical preparedness, and evacuation proce-
dures.

Foreseeable costs of this choice could in-
clude the following:

1. Milltary expendltures and manpower
commitments of significant, but not burden~
some, levels would have to be made.

2. The United States woyld have to make
the Zone less accessible tp unauthorized en-
try from the Republic and léss vulnerablé to
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amphibious landing, an expensive and ex-
acting task, but not prohibitively so.

3. Despite these defensive measures, some
exposure to sabotage, guerrilla attack, or as~
sult by regular military units from the Re-
public would persist. Such moves, even when
easily repulsed, have already involved serious
costs even though they have not yet Included
an act of sabotage or Interruption of Canal
operations.

4. An overt decislon to maintain the statuas -

quo in the Zone would undermine the U.S. -
Jeadership position in the hemisphere. If it
were followed by another bloody episode in
or around the Zone, U.S. politlcal leverage
would be further diminished and could result
in violent responses directed at our enter-

prises, diplomatic establishments, and citi-" -

zens throughout the region. The Latin Ameri-
cans have never before been as united and
outspoken In support of Panama’s grievances
against the Unlted States. An Issue that was
essentially bllateral in the 1950s has become
a matter of legitimate hemispheric concern.
Even the Unlted States has acknowledged
this by accepting OAS investigation, media-
tion, and oversight.

5. The world community would condemn
U.S. efforts to hold the Zone indefinitely.
While most of the countries which use the
Canal are interested mainly In efficlent op-~
eratlon and reasonable tolls, no civilized na--
tlon can be oblivious to a breach of interna-
tional peace, or the threat of it. This was,
in part, the motivation for the Security
Councll’s effort to intervene in 1973.

Most colonial powers that have tried to re-
tain their possessions in the developing world
have come to regret 1t. At a minimum, we
should avoid striking a posture that is at
once domineering and weak. We should de-
clde in advance, as we regrettably falled to
do In Southeast Asla, how many more hu-
man llves this real estate is worth to us,
and for what period of time. Once the escala-
tion begins 1t is too late for that kind of
analysls,

PARTNERSHIP -

Alternatively, the United States could sign
and ratify a treaty along the lines of the’
February 7 Principles. This approach would
not rule out Canal defense bases, but it
would assume that the U.S. will acknowledge
effective Panamanian jurisdictlon over the
land on which the bases would be located. ’

Loss of American property would be 'a
direct cost. But the major disadvantage of
the partnership option lies in the irretriev-
able loss of absolute U.S. authority over the
enterprise. More specifically:

1. Once we rellnquished our position in
the Zone, the Increasing Panamanian in-
volvement might serve to dilute the opera~
tional effectiveness of the Canal.

2. If efficlency declined, world shipping, in-
cluding our own, would suffer. '

3. The United States, having assumed an
obligation to the maritime nations and to
world commerce, could be critized for al-
lowing the Canal to deteriorate. o

4. Ultimately, the waterway might be
closed because of some fallure of the Pan-
amanian partners, or the joint management,
to perform. While the Canal i3 no longer a
strateglc asset agalnst any conceivable en-
emy, 1t Is still possible that its loss to the
United States could in sbme future national
emergency be significant, or even crucial.

In a world of accelerating and violent
change accompanied by Increasing uncer-
talnty, the United States should not yileld
military and commercial advantages without
careful analysis and commensurate Incen-
tive. However, if Americans have, a national.
interest in protecting a distant enterprise
that can be marginally useful in their de-
fense and affects less than one percent of
their GNP, the Panamanians might have
even greater motivatlon to protect the Canal.
It is on their territory, provides almost a
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third of their GNP, and constitutes their
primary national resource.

ACCOMMODATION WITHOUT A TREATY

Even if the Administration persists in its
determination to achieve an accommodation
with Panama, its objectives are, for the
moment, thwarted by a decislve bloc in the
Senate and a potent group in the House, as
well, Also, Judging by past performance, the
JCS is probably capable of producing addi-
tional legislative obstacles to any new treaty,
if necessary. The Administration knows it
could not have obtained ratification of a
treaty before the November 1974 elections,
which means February or March of 1975
would be the earliest. Much will depend on
President Ford and the composltion of the
new Senate.

Should 1t become impossible to negotiate a
treaty, the Administration—assuming 1t
moves fast and decisively—could head off
an immediate confrontation and buy addi«
tional time through direct executlve action.
If the same creative energy that bullt the
Canal Zone were applied to dismantling 1it,
that would probably be sufficlent. For ex-
ample, the Administration could:

1. Drastically reduce the numbers of civil-

fan and military personnel stationed in the

Zone. .
2. Bring all dependents home, except those
of civillan personnel whose permanent em-

ployment is critical to the operation of the.

Canal Itself. (This would automatically re-
duce the visibility of the U.S. government
enterprises which Panamanians find most
disturbing: golf courses, theaters, commis~
sarles, post exchanges, howling alleys, swim-
ming pools. It would also stimulate the use
of privately owned Panamanlan commercial
and recreational establishments, bringing
Americans and Panamanians into more nat-
ural contact with each other.)

3. Appoint a civillan Governor of the Canal
Zone who speaks Spanish and who s accept-
able to Panama, and give him authority over
CINCSOUTH, e’xcept during a military emer-
gency.

4. Make Spanish a second offtcial language

of the Zone for one year, and the only official

language thereafter.

5. Require that (a) all U.S. military and
clvillan personnel study Spanish under Pan-
.amanian instructors, and (b) all personnel
whose assignment to the Zone s for two
years or more attain a working knowledge of
the language within one year.

Ambassador Robert Anderson who headed
the U.S. negotiating team from 1964 to 1973
acknowledged to his State Department col-
leagues that he had a recurring “nightmare”
of collapsed talks, shattered expectations, ex-
ploding emotlions,
The proposed course of action might avold
that kind of deterioration, provided the Ad-
ministration maintained credible efforts to
conclude a treaty at the earliest date.

Insofar as Panama Is concerned, the Com-
mission on United States-Latin American Re-
lations came into being at a fortultous mo-
ment. With the observations outlined here,
and the additlonal evidence which will
doubtless be presented by interested parties,
the Commisslon should be able to weigh the
alternatives, and reach a sound position on
this urgent issue of foreign policy.

Senator Thurmond holds that “there is no
way that any treaty can adequately protect
and defend our interests in operating the
Canal when it has as its basis the abrogatlon
of sovereignty.”

Ambassador Vaughn considers Panama “a )

Latin American Vietnam.” He finds that
through the collaboration of Congressional

and military supporters of the Canal Zone, °

"“Presidents’ orders have been reversed, dip-
lomatic maneuvers and decisions brushed
aslde, and the Unlted Nations told to go to
hell.” And he concludes, “The tinder awalts
the spark.”

and the Zone under slege. -

Neither of these admonitions can be disre-’

garded, Likewlse, we ignore at our peril the
public commitments of mnational Ileaders
abroad: indeed, it has been the commonest
error of American foreign policy during the
past four decades,
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LESSONS FROM RACIAL HATRED

Mr. MATHIAS. Mr. President, every
now and then, some event occurs which
is so portentous in nature that our in-
terest and concern become aroused be-
yond the ordinary level at which we treat
daily affairs. Human Kindness Day may
well represent one such event.

Washington Post Columnist, William
Raspberry, has taken a look at what hap-
pened on the Washington Monument
grounds two Saturdays ago. His com-
ments, which appeared in the Washing-
ton Post’s May 19 edition, should be
carefully read and reflected upon by all.

One point he made “That what you say
to one is heard by all. And some do not
always hear it right,” struck home with
me. I might do well for all public of-
ficials, especially those in the metro-
politan Washington area to be guided
by those words.

In the coming months, each juris-
diction within the National Capital

.. region will be presented with several

major decisions affecting the metropoli-
tan area. What is decided by one local
government, therefore, will have a bear-.
ing on most, if not all of the others.
Without question, the 1ssues contained
in each decision will be thorny and per-

The

May 20, 1975

haps emotional; that 1s to be expected

since publlc transportation, health care .
planning, law enforcement, and taxa-

tion are all issues which directly touch
the lives of every citizen. The manner
in which public officials in the metro-
politan area respond to and discuss these
issues in public forums, however, 1is

equally critical. For what we say, and B
how we say it, may well influence the - -
attitudes and behavior that neighbor-:-

ing communities will display toward each
other.

Will we, out of some misguided sense

of parochialism, cavalierly play to a

narrow constituency without care for

the message we send to our neighbors?
Or will be act out of a recognition that
the National Capital region is indivisible;
that each community’s major problems
transcend her borders; and that the best

-long-range interests of all are served.

when the region as a whole lifts its sights
and goals beyond immediate considera-

tion of which community and what group

within will achieve some immediate and
possibly short-lived gain.

Mr. President, I ask unanimous con-: 7

sent that Mr. William Raspberry’s article
entitled ‘“Lessons From Racial Hatred”
be printed in the REcorp.

There being no objection, the article
was ordered to be printed in the Recorp,
as follows:

LESSONS FrROM RACIAL HATRED
(By Willlam Raspberry)
D.C. Del. Walter Fauntroy was particlpat-

ing in a Human Kindness Day TV post .’
~mortem the other day when he sald some-

thing that has occurred to a lot of us.

It's time to move beyond the particulars

of that day, he told a “Nine in the Morning™
{WTOP) audlence, and to start asking our-

selves why our children are so full of race

hatred.
It's a falr question, and I'm afraid that

part of the answer is that they learned race -

hatred from us—f{rom black adults, mili-
tant and moderate alike, who tried hard to
teach one lesson and inadvertently taught
another.

What we tried to impart was some under=
standing of the pervasiveness of racism in

America. It was our feeling that It was -

necessary that our children learn the bitter

truth about racism !n order that they might

learn to deal with it.
Some of them learned the lesson, all
right. Others got only & piece of it and con-

cluded that if white racism is bad, then

white people must be bad. And anyone who

had trouble distinguishing between white :
racism and white people might be led to .-

suppose that the way to fight the former 1a
by attacking the latter.
The need always was for two forums, one

of addressing whites, the other tuned to

blacks.

That way we could have taken a phe=- -
nomenon like the 1960s riots and told white

people—quite truthfully, by the way:

This is the result of racism. This the price

you pay for the continued denial of oppor-
tunity. This 1s what you get when you per-

mit a selected handful of black people to -

enter the Amerlcan malnstream but leave

the rest behind in the interest of maln-

taining white supremacy.

We might have sent the children out of
the room while we were delivering that mes-
sage, recalling them to hear this one:

You see what's heppening In the streets?

That 1s the result of frustration spawned
by denial of opportunity. But loock more
closely, and yow'll see that while it registers
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FOREWORD

HousE oF REPRESENTATIVES,
CoMMITTEE ON FOREIGN AFFAIRS,
Washington, D.C., August 3.1, 1§6f‘r0
i t has been submitted to the Committee on Foreign Affairs
va:llllzrgIl)l(gcommittee on Inter-American Affairs, comprising gon.
Armistead I. Selden, Jr., chairman, Hon. Barratt O’Hara, kson.
Dante B. Fascell, Hon. Omar Burleson, Hon. Donald L. Jackson,
Hon. Chester E. Merrow. , ) )
im'(}‘he (::Icl)nclu:ions in this report do not necessarily reflect the v1el\:{s
of all the membership of the Committee on Foreign Affairs. This
report is filed in the hope that it will prove useful to the committee

the C ess as background data. )
and to the Coner TroMas E. MoreaN, Chairman.

m

1=

LETTER OF TRANSMITTAL

. Avausr 31, 1960.
Hon. Teomas E. MoRraaN,

Chairman, Commilttee on Foreign Affairs,

House of Representatives, Washington, D.C.

Dgear Mg. CHAIRMAN: There is transmitted herewith the report
of the Subcommittee on Inter-An.erican Affairs on “U.S. Relations
With Panama.” The historical data contained in this report was

repared under my direction by Rosita Rieck Bennett, analyst in
atin American affairs of the Legislative Reference Service of the
Library of Congress. The findings and recommendations are those
of the subcommittee and are based not only on the report, but on
hearings, discussions, and study conducted by the subcommittee
during the present session of Congress. :

It 1s hoped that the information contained in this report will be
useful to the members of the committee and to the Congress as
background information on matters affecting United States-Panama
relations. , i

ArmisTEAD I. SELDEN, Jr.,
Chairman, Subcommittee on Inter-American Affairs.
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86 CoNarEss } HOUSE OF REPRESENTATIVES REPORT
- 2d Session No. 2218

REPORT ON UNITED STATES RELATIONS WITH PANAMA

AvausTt 31, 1960.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. IMOBGAN, from the Committee on Foreign Affairs, submitted the
' following

REPORT

[Pursuant to a resolution (H. Res. 113) authorizing the Committee on Foreign
Affairs to conduct a full and complete investigation of matters relating to the
laws, regulations, directives, and policies including personnel pertaining to the
Department of State and such other departments and agencies engaged pri-
marily in the im?lementation of U.8. foreign policy and the oversea operations,
personnel, and facilities of departments and agencies of the United States
which participate in the development and execution of such policy]

I. PrREFACE

‘The Panama Canal, built and operated by the United States, slices
the Republic of Panama in half. Relations between the United States
and Panama are thus unique and intimate.

From the outset of Panama’s independence and the construction of
the canal (which practically coincide), the two nations have held
varying views regarding the canal. The Republic of Panama has
regarded the canal as a source of revenue. The U.S. objective has
heen the efficient operation of the waterway for international com-
merce at reasonable rates and for defense purposes.

Even without this basic difference in viewpoint, it is probabl
inevitable that the operation of so vast an enterprise side by side widz
a small, poor country should give rise to misunderstandings and irrita-
tions on both sides. Throughout the last 57 years accommodations
have been made to alleviate grievances and to adjust to new circum-
stances. -

In recent years several international developments have complicated
the delicate task of maintaining harmonious relations on the isthmus.
As elsewhere in underdeveloped regions, Panama is swept by na-
tionalism and by outcries for an end to subhuman living conditions.
The canal presents at once the illusion of a cornucopia from which
could pour forth an avalanche of funds for development purposes

1
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and an inviting target for nationalist outbursts. Meanwhile, inter-
national communism plays on Panamanian nationalism and frustra-
tions to subvert inter-American relations. The Egyptian seizure of
the Suez Canal and the rise of Castroism in Cuba also exacerbate
Panamanian problems.

During the congressional recess in the autumn of 1959 a numberof
disquieting events occurred on the Isthmus of Panama. On Novem-
ber 3, 1959, Panama's independence day, mobs led by rabble rousers

athered along the border of the Canal Zone intent upon planting the
%’anamanian flag within the zone. With Panamanian National
Guardsmen conspicuously absent from the scene, the Governor of
the Canal Zone was forced to call for U.S. Armed Forces to help quell
the ensuing violence. In the Republic of Panama on the same day
rioters lowered the American flag at the U.S. chancery and tore it to
shreds. They also shattered windows at the chancery and the U.S.
Information Agency building.

On November 28, the anniversary of Panama’s break with Spain,
mobs again tried to gain entry to the Canal Zone. This time they
were dispersed by Panama Guardsmen working alongside U.S. troops,
but not before at least 30 persons were injured. During this second
attempt to forcibly enter the Canal Zone, the presence of Cuban
agitators urging on the crowd was noted. After 3 hours of rioting
at the zone border, the mobs turned to looting and destroying
property several blocks away in downtown Panama City.

en Congress reconvened in January, the Committee on Foreign
Affairs learned that the Department of State had under consideration
a request from the Republic of Panama (dated November 25, 1959)
that the Panamanian be flown in the Canal Zone. When it
apgeared likely that permission might be granted, the chairman of the
Subcommittee on Inter-American Affairs (Mr. Selden) requested the
Secretary of State to delay a decision until after the subcommittee had
an opportunity to study the matter.

Subsequently, the subcommittee held eight meetings on the subject,
during which testimony was received from Members of Congress,
representatives of the Departments of State and Defense, and private
citizens.!

Out of these meetings grew a conviction that to accede to the
Panamanian request, after more than half a century in which only the
U.S. flag has been raised in the zone, would constitute a major de-
parture from established policy. In the subcommittee’s gdgment,
such a basic change in treaty interpretation should not accom-
plished through executive fiat.

Accordingly, on January 19, 1960, the subcommittee unanimously
agreed to the following resolution (H. Con. Res. 459):

Resolved by the House of Représentatives (the Senate con-
curring), That it is the sense of the Congress that any
variation in the traditional interpretation of the treaties of
1903, 1936, and 1955 between the United States and the
Republic of Panama, with special reference to matters con-
cerning territorial sovereignty, shall be made only pursuant
to treaty.

1 Bee: “United States Relations with Panama,” hearings before the Subcommittee on Inter-American
Affairs of the Committee on Forelgn Affairs, House of Representatives, 86th Cong., 2d sess.
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The full Committee on Forei
favorably-on January 21, 1960. February 2 the House of Repre-
sentatives voted 381 to 12 in support of the resolution.

As a result of its deliberations regarding the issue of the flag, the
subcommittee felt a growing concern over the apparent deterioration
in U.S. relations with the Republic of Panama. In consequence, the
subcommittee undertook to prepare a background study of United
States-Panamanian relations. It is hoped that this report can help
to clarify the frequently complex issues involved and provide a basis
for evaluating current problems and proposed solutions.

I1I. BackgroUND HisToRY
A. U.8. INTEREST IN INTEROCEANIC CANAL TAKES ROOT

For centuries the Isthmus of Panama astride the Atlantic and
Pacific Oceans has been a crossroads of international passenger and
cargo routes. During the colonial period Spanish galleons called
regularly to pick up treasures extracted from gpain’s colonies on the
western coast of South America. Spain’s decision in 1814 to build
a canal across the isthmus came to nothing since it coincided with the
collapse of that nation’s imperial power.

Early U.S. interest in an interoceanic highway appears to have
been primarily commercial. In 1826 Secretary of State Hay pro-
posed a joint enterprise to the newly independent South American
nations meeting at the Congress of Panama, saying:

What is to redound to the advantage of all America
.should be effected by common means and united exertions,
and should not be left to the separate and unassisted efforts
of any one power. * * * The benefits of it ought not to be
exclusively appropriated to any one nation * * *?2

A Senate resolution in 1835 and a House resolution in 1839 urged
the President to negotiate with other nations for the construction
of a canal and for securing free and equal right to navigation to all
nations. Toward mid-19th century the discovery of gold in Cali-
fornia, western migration, and the country’s growing economy which
sought raw materials and markets gave impetus to the idea of an
isthmian canal.

In 1846 the United States assured its right of passage across
the Isthmus of Panama in a treaty with New Granada (Colombia).
The pact guaranteed to the United States “ the right of way or transit
across the Isthmus of Panama upon any modes of communication
that now exist or that may be hereafter constructed.” In return the
United States guaranteed the neutrality of the isthmus and the rights
of sovereignty and property which-New Granada possessed over the
territory.

B. RIVALRY WITH GREAT BRITAIN

In the meantime, Britain entered into an intense rivalry with the
United States over control of the other feasible canal route, through
Nicaragua. While the United States engaged in war with Mexico

19:21:‘“"‘:“ J. Padelford, ‘‘The Panama Canal in Peace and War.” The Macmillan Co., New York,
p. 4

Affairs reported the resolution -
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over Texas, Britain proceeded to extend its hegemony in Nicaragua
to prevent the United States from gaining exclusive nghts over both
canal routes.

The two powers checkmated each other in the Clayton-Bulwer
Treaty of 1850. By that treaty they pll;ozlfed never to obtain or
maintain exclusive control over a ship canal, or to fortify it, or to
assume or exercise dominion over any territory in Central America
through which a canal might pass. The Clayton-Bulwer Treaty,
while it did limit the United States from obtaining exclusive control
over a possible canal, forced Great Britain to relinquish the territorial
control which it in fact possessed in 1850 over the Nicaraguan route.

C. U.8, INTEREST DIMS

The same year as the Clayton-Bulwer Treaty, private American
interests began the construction of a transisthmian railroad. The
railroad was completed in 1855. In ensuing years during periods of
insurgent movements on the isthmus against the Colombian Govern-
ment, on request of or with the consent of the Colombian Government,
the United States landed troops to keep transit open.

Following the opening of railroad transportation across the isthmus,
U.S. interest in a waterway subsided. The joining of the Union Pacific
and Central Pacific Railroads in 1869, linking the Atlantic and Pacific
Oceans across continental United States, further dulled interest in an
interoceanic canal.

D. NEW AWARENEBS OF THE BTRATEGIC VALUE OF CANAL

In 1878 a new consideration quickened U.S. interest in a Western
Hemisphere canal. In that year a French company, which included
Ferdinand de Lesseps of Suez fame, procured a concession from
Colombia to build a navigable waterway across the isthmus. Despite
the fact that the French company pledged that the canal should
“always be kept free from political influence,” Secretary of State
Evarts protested.:

Our Pacific coast is so situated that, with our railroad
connections, time (in case of war) would always be allowed
to prepare for its defense. But with a canal thro the
isthmus the same advantage would be given to a hostile fleet
"which would be given to friendly commerce; its line of opera-
tions and the time in which warlike demonstration could be
made, would be enormously shortened. All the treaties of
neutrality in the world might fail to be a safeguard in a time
of great conflict.?

In 1881 President Arthur tried to extricate the United States from
the limitations imposed by the Clayton-Bulwer Treaty (see above), but
Great Britian refused to negotiate a revision. Meanwhile, the French
company went ahead.

At the height of French operations in 1887, a group of American
capitalists began a rival project through Nicaragua. In 1889 Con-

3 Bvarts to Dickman (Minister to Colombis), dated Apr. 19, 1880, In J. B, Moore, ‘‘Digest of Interna-
tionsl Law.” GPO, Washington, 1008, vol. Il)i. p- 14 pr. 18,
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gress incorporated that enterprise as the Maritime Canal Company
of Nicaragua. ’

That same year the French enterprise collapsed, defeated by graft,
ocorruption, and a series of tropical diseases that felled 20,000 in &
total labor force which averaged only 10,000 a year. Some $260
million had been disbursed in the undertaking. According to Ameri-
can engineers, only $40 million of this was expended for concessions
and work on the canal, the rest being graft.* .

Three years later the Maritime Canal Company of Nicaragua also
went bankrupt, having exhausted its paid-in capital of $6 million
after laying several miles of railroad track and making a small start
on excavation. But for its misfortune that the need for new financing
arose at the same time as the panic of 1893, the company might have
been able to raise enough capital to keep the venture gomi.‘.

World events toward the close of the 19th century heightened
American awareness of the strategic value of & canal under U.S. au-
spices. The 90-day race of the U.S. cruiser Oregon around the tip
of South America from the Pacific to the Atlantic battlefield during
" the Spanish-American War in 1898 dramatized the military advan-
tage of an interoceanic canal. Moreover, the United States emerged
from the war as a naval power, with Pacific possessions.

President McKinley in his message to Congress in 1898 stated the
new conviction:

That the construction of such a maritime highway is now
more than ever indispensable to that intimate and ready
intercommunication between our eastern and western sea-
boards demanded by the annexation of the Hawaiian Is-
lands and the prospective expansion of our influence and
commerce in the Pacific, and that our national policy now
more imperatively than ever calls for its control by this

- Government, are propositions which I doubt not the Con-
gress will dujy appreciate and wisely act upon.’

E. THE LEGAL OBSTACLE I8 CLEARED (HAY-PAUNCEFOTE TREATY)

The crescendo of opinion in the United States favoring construction
of a canal under the exclusive jurisdiction of the United States led
Secretary of State Olney to a.p(?roa.ch the British again in 1896 about
removing the obstacle imposed by the Clayton-Bulwer Treaty. At

first reluctant, Britain, involved in the Boer War in Africa and faced

with unfriendly nations in Europe, decided to acquiesce.

The resulting Treaty To Facilitate the Construction of a Ship Canal
(Hay-Pauncefote Treaty) of 1901 abrogated the limitations imposed
by the prior agreement and provided that a ship canal may ‘‘be con-
structed under the auspices of the Government of the United States,
directly or indirectly,” and that the United States ‘“shall have and
enjoy all the rights incident to such construction, as well as the
excl;is’i,ve right of providing for the regulation and management of the
canal.

¢ Bugh Gordon Miller, “The Isthmian Highway.” New York, the Macmilian Co., 1929, p. 10.
. s D:Igt Carroll Miner, *The Fight for the Panama Route.” New York, Columbia University Press,
¥ 485ia n Padattord, op. att., p. 18
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F. THE BATTLE FOR THE CANAL ROUTE

The %Jestion of where to build a canal became a hotly contested
issue. Colombians and Nicaraguans hoped the canal would open their
countries to prosperous international commerce. Public sentiment in
the United States overwhelmingly favored the Nica.rﬁuan route. In
the popular view, Panama was associated with the French company
while Nicaragua was viewed as a ‘“national project.”” The New
Panama Canal Co., organized in 1894 for the purpose of selling the
assets of the French venture to the highest bidder, engaged in powerful
and sometimes devious lobbying activities to convince U.S. legislators
and the public to buy up their investment.

The Walker Commission was appointed in 1897 to study the canal
situation. Although many of its technical conclusions were favorable
to Panama, it recommended in 1899 the Nicaraguan route as the most
feasible because of the unwillingness of the French interests to state
definite terms of sale.

Enthusiasts for the Panama route reaped their first success with
the passage of a law in 1899 which directed the President to name a
commission to examine all practical routes, thus hamstringing the
passage of Nicaraguan canal bills then pending in Congress.

As the battle waged over which route, the Department of State in
1900 prepared for any eventuality by sisning protocols with Costa
Rica and Nicaragua by which they agreed to negotiate treaties with
the United States for a canal when the President was authorized by
Congress to acquire a route through their territories.

Colombia, alarmed at the prospect of not being selected as the site
for the international waterway, dispatched a. minister to Washington
to negotiate a treaty with the United States.

The Walker Commuission, in its final report in November of 1901
again recommended the Nicaraguan route. The New Panama Can
Co., fearful that the patience of Congress might be exhausted, in
January of 1902 wired an offer to sell its property for $40 million, the
amount which the Walker Commission deemed appropriate. Two
weeks later, the Walker Commission issued & supplementary report
recommending the Panama route due to the changed circumstances.

In the interim, the House of Representatives had voted the Nicara-
gua route (Hepburn bill) by the crushing majority of 309 to 2. Sen-
timent in the Senate favored Panama. A compromise was worked out
(Spooner Act) by which the President was authorized to acquire the
assets of the New Panama Canal Co. for $40 million, a strip of land
from Colombia not less than 6 miles in width in which to construct
and operate the canal, and additional territory and rights which in his
judgment would facilitate the general purposes; if these terms could
not be fulfilled within a reasonable time, the President was directed
to proceed with steps to build the Nicaragua canal. Congress enacted
thé Spooner Act on June 2, 1902,

G. COLOMBIA’S DILEMMA

While the battle of the routes went on in Washington, Colombia
was in the midst of civil war. The Government was beset by adminis-
trative disorganization and a desperate financial situation. With the
country in a state of siege, the executive ruled by decree.
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The Colombian Government sorely wished to postpone definitive
consideration of the canal problem until the country could be pacified
and Congress reconvened. But bills pending in the U.S. Congress
authorizing construction in Nicaragua pressed the Colombians into
foregoing further delay.

Colombians seem to have desired very much the canal with its
accompanying economic benefits which could help the recovery of
their war-torn country and bankrupt treasury. Moreover, in the
background hovered tge threat that Colombia might forfeit not only
the canal but the isthmus itself should treaty negotiations with the
United States fail. Carlos Martinez Silva, Colombia’s negotiator lin
the United States in 1901, wrote in that vein to José Manuel Mar-
roquin, Vice President and head of the Colombian Government during
the period of civil disorders:

* % * the Panamanians of position and financial resources
will never willingly submit to the opening of the canal in
any other place tia.n at the isthmus. They understand very
we{l that the adoption of the Nicaragua route will be the
moral and material ruin of Panama; and this sacrifice, which
will have no compensations, may very well prove superior to
the concept of a platonic patriotism.’

During the negotiations with the United States, Marroquin’s ad-
ministration was so harassed by domestic crisis that Colombia’s min-
isters in Washington frequently went ahead on their own initiative
under pressure of events. Marroquin stated his dilemma in a letter
dated July 26, 1902:

Concerning the canal question, I find myself in a horrible
perplexity; in order that the North Americans may complete
the work by virtue of a convention with the Government of
Colombia, 1t is necessary to make concessions of territory, of
sovereignty, and of jurisdiction, which the executive power
has not the power of yielding * * *.

History will say of me that I ruined the isthmus and all
Colombia, by not permitting the opening of the Panama
Canal, or that I permitted it to be done, scandalously injur-
ing the rights of my country.®

Marroquin reiterated officially on a number of occasions that any
canal agreement was subject to ratification by the Colombian Con-
gress.

H. THE HAY-HERRAN TREATY ,

The draft agreement, as finally worked out by Secretary of State
Hay and Colombia’s current negotiator, Tomas Herran, included the
following principal terms: Granted the United States a 100-year lease,
renewabqe at the sole option of the United States, on a zone of land
10 kilometers wide across the isthmus for an initial payment of $10
million and an annuity of $250,000 (arts. IT and XX%); granted the
United States exclusive right to construct, maintain, operate, and
protect the canal (art. IT); authorized the New Panama Canal Com-
pany to sell its rights and properties to the United States (art. I);

7 Miner, op, cit., p. 217.
0 Ibid., p. 288.
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recognized Colombia’s sovereignty over the canal zone (art. IV): estab-
lished three types of judicial tribunals—Colombian, United States
and joint (art. XIIT); charged Colombia with the defense of the canal
and railroad, except ‘‘under exceptional circumstances’’ when—

the Government of the United States is authorized to act in
the interest of their protection, without the necessity of ob-
taininfjgonsent beforehand of the Government of Colombia
(art. I1I).

In November 1902 civil war in Colombia ended. President Theo-
dore Roosevelt became impatient with further delay regarding the
canal. On January 21, 1903, Secretary of State Hay delivered the
following ultimatum to Minister Herran:

I am commanded by the President to inform you that the
reasonable time provided in the statute for the conclusion
of the negotiations with Colombia for the excavation of an
isthmian canal has expired, and he has authorized me to
sign the treaty of which I had the honor to give you a draft,
with the modification that the sum of $100,000, fixed therein
as the annual payment, be increased to $250,000. I am not
authorized to consider or discuss any other change.?

The following ‘day the treaty was signed in Washington. The U.S,
Senate approved it on March 17, 1903,

I. COLOMBIAN SENATE TURNS DOWN TREATY

In March 1903 congressional elections were held in Colombia. In
May, Marroquin called a special session of congress for June 20.

During the 5 months between the time the treaty was signed and
the Colombian Senate convened, Colombian newspapers carried
numerous articles regarding the treaty by the foremost legal minds
in a country renowned for its legal talent. Four major objections
emerged in these polemics: the loss of sovereignty involved; the
doubtful constitutionality of the grant of perpetual jurisdiction to a
foreign power; dissatisfaction with the financial compensation; and
mistrust of imperialism. Colombian public opinion became aware
of the vast distinction between granting a canal concession to a foreign -
})rlv'a.te concern and leasing a strip of territory in perpetuity to a
oreign government.

In the debate in the Colombian Senate, the Foreign Minister
pointed out that the United States was the only agency willing and
able to undertake the gigantic task of uniting the oceans and that
the U.S. Government had been most explicit in insisting that it would
not assume the cost and responsibility without control over the
zone.”” In his judgment, the only alternative to rejecting the Hay-
Herran treaty was no canal.

On August 12, the Colombian Senate unanimously rejected the
convention. The legislature took no further action before its ad-

journment on October 31, 1903.

! 1bid., p. 195,
1 Ibid., p. 328.
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J. PANAMA REVOLTS

Panamanians had never felt a strong attachment for the rest of the
country. Isolated from the ca?ita.l and centers of population by soar-
ing mountains, the Isthmus of Panama had been left largely to its
own resources. In the preceding uarters of a century since
independence from Spain, Panamanian discontent had erupted on a
number of occasions Into attempts to establish an independent state.

Isthmian delegates to the special session of Congress were out-
spoken in warning that failure to ratify fhe treaty would mean
rebellion on the isthmus." .

While the Colombian Senate debated, prominent Panamanians met
to plot a course of action should the treaty be rejected. The con-
spirators were aided and abetted by agents of the New Panama

anal Company who were intent on securing the promised $40 million
from the United States.

President Roosevelt and Secretary of State Hay knew that a revolt
was imminent. Roosevelt, convinced that the Colombian Govern-
ment was thwarting an enterprise of “universal utility’’ for “collective
humanity’’ out of pure greed, welcomed the move. Assurances were
conveyed to the conspirators that the United States would send war
vessels ‘““to protect life and property’’ on the isthmus !*

When Panamanians raised the standard of independence on No-
vember 3, 1903, the railroad was closed to Colombian troop move-
ments and naval forces from the United States were on hand to prevent
more Colombian troops from la.nd.in(g). The coup was accomplished
with only one casualty, an innocent Chinese who was killed during a
brief bombardment.!* .

The United States recognized the Republic of Panama on Novem-
ber 6.

K. COLOMBIA IS INDEMNIFIED

Under the Wilson administration an attempt was made toward
repairing the damaged relations with Colombia which resulted from
the isthmian affair. By the terms of the Thompson-Urrutia conven-
tion, signed in April 1914, the U.S. Government expressed— :

sincere regret that anything should have occurred to inter-
rupt or to mar the relations of cordial friendship that had
so long subsisted between the two nations.

Colombia agreed to recognize the Republic of Panama in return for an
indemnity of $25 million and special transportation privileges. The
Colombian Senate promptly ratified the treaty. The U.S. Senate
failed to act, mainly because of spirited denunciations of the agree-
ment by former President Roosevelt whose conduct the treaty
obliquely indicted. .

In 1921, after Roosevelt’s death, the U:S. Senate ratified an amended
form of the treaty which retained the indemni:ﬁ but omitted the
apology. The following year Colombia accepted the compromise and

e Panamanian incident was closed.

4 Padeliord, op, cit., p. 13,
1 Miner, ob. it p 4to-870, 387-885.
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L. HAY-BUNAU-VARILLA TREATY

A treaty with the newly independent Republic of Panama was
negotiated in Washington by Secretary Hay and Philippe Bunau-
Varilla, former chief engineer of the French company. Bunau-Varilla
had insisted on his appointment as diplomatic agent in exchange for
his services to the Panamanian conspirators. The provisional govern-
ment of Panama also appointed two Panamanian ministers to conduct
negotiations with the UPnited States. A letter of instructions which
they carried to Bunau-Varilla read:

You will have to adjust a treaty for the canal construction
by the United States. But all the clauses of this treaty will
be discussed previously with the delegates of the junta, MM.
Amador and Boyd. And you will proceed in everything
strictly in accord with them * * *u

On November 18, 1903, before Messrs. Amador and Boyd arrived
in Washington, Bunau-Varilla and Secretary Hay signed the con-
vention for the construction of a ship canal to connect the waters of
the Atlantic and Pacific Oceans. The treaty was ratified by the
provisional government of Panama on December 2, 1903.

Terms of the Hay-Banau-Varilla pact were substantially the same
as those of the rejected Hay-Herran agreement. One change en-
larged the area: the United States was empowered to construct a
canal through a zone 10 miles in width (as compared with 6 miles in
the earlier treaty). Panama agreed that the United States should
have the right at all times to use its armed forces in defense of the
canal and its auxiliary works. The most significant modification
occurs in article ITI:

The Republic of Panama grants to the United States
all the rights, power, and authority within the zone mentioned
and described in article IT of this agreement and within the
limits of all auxiliary lands and waters mentioned and
described in said article IT which the United States would
possess and exercise if it were the sovereign of the territory
within which such lands and waters are located to the entire
exclusion of the exercise by the Republic of Panama of
any such sovereign rights, power, or authority.

Secretary Hay, fearing that opponents of the Roosevelt administra-
tion in the Senate might introduce amendments to the treaty and thus
afford Panama an excuse to do likewise, wrote as follows to Senator
Spooner on January 20, 1904: -

As it stands now as soon as the Senate votes we shall have a
treag' in the main very satisfactory, vastly advantageous to
the United States, and we must confess, with what face we
can muster, not so advantageous to Panama. If we amend
the treaty and send it back there some time next month, the
period of enthusiastic unanimity, which, as I said to Cullom,
comes only once in the life of a revolution, will have passed
away, and they will have entered on the new field of politics
and dispute. You and I know too well how many points there
are in this treaty to which a Panaman patriot could object.

} Miner, op. cit., p. 375.
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If it is again submitted to their consideration they will at-
tempt to amend it in many places, no man can say with what
result, then they will feel that we had passed definitely upon
the main subject; that the treaty was safe; that their inde-

endence was achieved, and that now it was time for them to
Fook out for a better bargain than they were able to make at
first '

The U.S. Senate consented to the treaty without amendment, on
February 23, 1904. It was proclaimed by President Roosevelt

3 days later.
M. THE CANAL IS OPENED

The engineering and medical conquests which made possible
construction of the Panama Canal in the midst of once pestilential
tropical jungle are a matter of great pride to all those who participated
and to millions of Americans who have come to admire their courage
and abilities.

The canal was o d to navigation in August 1914, However,
a slide in October of that year delg,lyed formal completion and openin
to regular traffic until July 1920. Total cost of construction amounte
to $366,650,000.

N. THE NICARAGUAN ROUTE

Although advocates of the Nicaragua route were defeated by the
selection of Panama as the canal site, the possibility of a canal through
Nicaraguan territory has not been abandoned. ) .

In 1914 the United States signed a convention with Nicaragua
(Bryan-Chamorro Treaty) which conferred upon the United States

x:l)t'lsive rights to construct, operate, maintain and defend an inter-
oceanic canal by a Nicaraguan route in exchange for $3 million.

The Bryan-d¥1amorro reaty was ratified by the U.S. Senate in
1916, more with the objective of preventing the construction of another
canal than for the purpose of building one.!* In the ensuing years,
however, as increased commercial traflic has taxed the facilities of the
Panama Canal and modern military developments have cast doubt on
the ability to defend it, the idea of a Nicaragua canal has occasionally
been revived. . .

The feasibility of constructing a canal in Nicaragua was explored
recently by the Board of Consultants contracted by the Committee
on Merchant Marine and Fisheries. In its report issued on June 23,
1960, the Board of Consultants recommended against a Nicaraguan
canal.” The Board based its conclusions on engineering and fiscal
grounds. The construction of the sea-level canal in Nicaragua was
eliminated completely from the Board’s considerations because of
excesgive cost and because it would involve drainage of Lake Nicaragua
or Lake Managua which would seriously affect the economy of the
country.®® The Board estimated the cost to construct a Nicaraguan
lock-canal at over $4 billion."

1 Ibid,, p. 375

18] Fred Rippy, Globe and Hemisphere, Chicago, Henry Regnery Co., 1958, p. 109.

nU.s. Cong.?get'h, 2d sess., ‘' Report on a Long-Range Program for Isthmian Canal Transits,” H. Rept.
No. 1960, Washington, GPO, June 23, 1960, . 7, 32,

1 Ibid., p. 32.

1 Thid.
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III. IMmporTANCE OF THE PaNaAMA CaANAL To THE UNITED STATES
A. COMMERCIAL - IMPORTANCE

Approximately 70 percent of the total commercial cargo which
transited the Panania Canal in fiscal year 1959 originated in or was
destined for U.S. ports.® Thus, financial savings in both intercoastal
and foreign trade because of the Panama shortcut represent reduced
costs to U.S. consumers.

The canal itself is not regarded in the United States as a source of
revenue. The Panama Canal Company is required by law to be
self-sustaining, not a profitable enterprise. Gross receipts from the
Panama Canal Company amounted to over $87 million in fiscal year
1959. Net revenue, however, was under $3 million.?! Furthermore,
this amount would be cut in half if the full $1.93 million annuity to
Panama were assessed against the company, instead of $1.5 million
being paid from appropriated funds.

B. STRATEGIC IMPORTANCE OF THE CANAL

The Panama Canal has proved to be an invaluable asset to the
United States and its allies in time of crisis. During World War I
the canal served as a supply line to fighting forces in Europe. During
World War IT more than 5,300 combat vessels and about 8,500 other
craft transporting troops and military cargo transited the canal,
with incalculable savings to the Allied nations in terms of time, money
and lives. The strategic value of the shortened canal route was
again demonstrated during the Korean conflict. In fiscal year 1953,
the last full year of the Korean conflict, 1,064 U.S. Government
vessels transited the canal carrying supplies and war materials to the
United Nations forces in the Far Kast.

In peacetime, too, the Panama Canal plays an important role in
national welfare and defense. The strength of the United States,
which rests in large measure upon the nation’s economic well-being,
depends in turn upon the availability of vital raw materials for
transportation and industry. Moreover, when the Suez Canal was
suddenly closed to traffic several years ago, effective operation of the
Panama Canal did much to prevent serious disruption of the
economies and defense capabilities of the nations of the free world.

It is argued in some quarters that modern technological develop-
ments have substantially depreciated the canal’s strategic significance.
It is pointed out that the canal is increasingly vulnerable to sabotage
and long-range missiles; that the growth of continental means of
transportation, such as high-speed highways, air transport, and con-
tinental pipelines for transporting oil, greatly diminish dependence on
the canal; and that major U.S. aircraft carriers are now too big to
pass through it,

Adm. James S. Russell, Vice Chief of Naval Operations, in testi-
mony before the Subcommittee on Inter-American Affairs, stated the
Department of the Navy’s continuing conviction of the strategic
importance of the canal.?* According to Admiral Russell: '

:R:iﬁau;)a Fsmn.l Company, Annual Report, fiscal year ended June 30, 1959, p. 10,
n U.S."Con%i', S6th, 2d sess., House of Rer on Foreign Affairs, United States,

[o]
ll:’i.l:t’elx:)tllolx:)s7 wit| anama, hearings before the Subooxv;;jtta on Inter-American Aflairs, Feb. 3, 1060,



http:Inillion.21
http:ports.20
http:country.IS
http:first.1I

UNITED STATES8-PANAMA RELATIONS

Militarily, the greatest threat to commerce on the sea in
time of war is the submarine fleet of Soviet Russia, which
today has a peacetime strength about equal to Hitler’s maxi-
mum number of operational submarines at the height of
World War II. To reinforce the Pacific antisubmarine forces
off the California coast with a squadron of destroyers from
the vicinity of the Virginia Capes would entail 21 days
steaming via the straits, versus 8 days via the canal®

* * * * *

As the range of ballistic missiles increases, as the power of
their nuclear éxplosives gets greater, and, importantly, as the
precision of their guidance delivers them with increasing
accuracy against their targets, military forces must look more
and more to dispersion, mobility, and concealability as an
answer to the problem of surviving attack. Thus the vast
oceans will have an ever-increasing importance as areas for
dispersion, maneuver, and concealment * * *. The Polaris
submarine, as also the other types of nuclear submarines, can
transit the Panama Canal.®

Admiral Russell further pointed out that the United States is allied
with 42 pations of the free world in mutual defense agreements and
that we are principally an oceanic confederation. Accordingly, he
argued:

When one realizes that it is 8,000 miles, and weeks of
sailing time farther around Cape Horn than across the
Central American Isthmus, it can be seen that the Panama
Canal means much to us in terms of getting our own fighting
forces, as well as material aid, quickly to a beleaguered ally.®

.dal;iémml Russell granted the vulnerability of the canal.® But he

I would say that the Panama Canal has great value to us
in a limited war, and in a general war, if it is not destroyed,
would be very useful to us. In all-out war there would be
a lot of destruction probably early in the war. Whether the
. canal goes or not, Y don’t know, but if it does survive, I
think it would be of great use in what comes after the first

massive exchange.”
IV.IurorTANCE OF THE PANAMA CANAL TO THE REPUBLIC OF PANAMA

~ Although the canal may not be the magic wand of prosperity
envisioned by some Panamanians, it does make a large contribution
to the economy of the Republic. Income generated by the canal far
exceeds the $1,930,000 annual annuity. In 1958, for instance, income
derived from the canal was estimated at approximately $63 million, or
about one-sixth the national income.® A breakdown of the total in-

= Ibid., p. 92.
 Ibid., p. 03,
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dicates the following sources of income to Panama from the presence
of the canal:
[In millions of dollars]

Direct purchases from Panama._ . _ . __ . oo _o_.
Wages of non-U.8. citizens employed in zone who reside in Panama__._
Disability and relief payments_ - _ . _____________________________.__
Expenditures in Panama of non-U.S. citizens resident in Canal Zone_____
Expenditures in Panama of U.S. employees including military_ _________
Income generated by auxiliary worksin zone_ ... __ . ____________.___
Maintenance of Transisthmian Highway ___ . ____ . __________________
ANNUIY o e

These receipts have enabled Panama to offset, to a large extent,
deficits in the country’s balance of payments.

Critics claim that the presence of the canal has attracted people
from ‘“productive labor,” thus distorting the economy. But long
before the construction of the canal Panama’s geographical setting
favored activities connected with international trade, with the con-
sequent concentration of population and political power in the terminal
cities of Panama and Colon and the virtual isolation and neglect of
rural areas.

Rural conditions are still bad. While 64 percent of the population
live in rural areas, agriculture contributes only about one-third of the
national income. Responsibility for lagging agricultural production
lies in large measure in the prevailing system of land tenure. Less
than 8 percent of the land surface is privately owned.® Most of the
best land suited for cropping is being used for extensive livestock
raising and is producing only a fraction of its capacity.®® Meanwhile,
nearly one-ha{)f of the occupied farmland is held squatters (85
percent of the farmers), most of whom hack out a ga.re subsistence
on the relatively poor land which is available to them. They have
no security of tenure and consequently no access to credit and little
incentive to improve their farming methods.®

The overwherming majority of fga.rms have no animal or mechanized
power, 99 percent using only handtools for cultivation.®* In addition,
rural transportation is very poor. Only 8 percent of farmers send
their produce to market by truck, while 77 percent still depend upon
packhorse, human carriers, or boat. The balance send nothing, con-
tributing zero to the economy.?

Meanwhile, population growth in rural areas is high, estimated at
between 3 and 3.5 percent per annum.* Poor living conditions have
resulted in wholesa.ll; migrations to the cities in search of employment
creating there an explosive mixture of extreme crowding, unhealthful
slums, and unemployment.

Panama’s economic difficulties lie not in the presence of the canal,
but in local indifference for centuries to the development of other po-
tentially profitable resources. Fortunately, Panamanian authorities
now are directing their attention to the serious imbalance which exists
in the economy. The Panama Canal, far from being a deterrent to
mAgﬂcultuml Development of Panama,” m‘egared hy the International Bank for Recon-

stx;.gfg‘oél tmd1 Development for the Government of the Republc of Panama, Washington, 1957, p. 7.
. p. 11

uIbid., p. 8.

% Ibid., p. 9.

¥ Ihid., p. 13.

% Ibid., p. 4.
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development, makes a sizable and steady contribution to the Nation’s
coffers.

In addition to the canal’s economic value, Panama, as a member of
the inter-American community pledged to the defense of the Western
Hemisphere from aggression, is as deeply concerned with the strategic
value of the canal as is the United States.

V. U.S. ConTRIBUTIONS TO PaNAMA’S DEVELOPMENT

The United States has contributed substantially to the well-being
and the progress of the Republic of Panama. nstruction of the
canal brought a large injection of capital and employment to the
isthmus. At that time Panama City had an estimated population of
18,000 and Colon about 6,000. The entire region was backward, with
no paved streets and roads, no sewer and water systems.

he battle waged by U.S. health officers during the construction
period against mosquito-borne yellow fever is world renowned. Since
the new little Renublic lacked t{ne resources to provide essential health
services, Canal Zone authorities provided water, removed the sewage,
and maintained the sanitary and public health services in Panama
City and Colon as well as in the Canal Zone.® What had once been
regla.rded as a tropical graveyard became a relatively healthful place
to live.

Monetary benefits to Panama stemming from the presence of the
canal, such as wages to many thousands of Panamanian citizens em-
ployed in the zone, purchases in the Republic of Panama of supplies
and services by the Panama Canal Company, and purchases made in
%’anama l;y the residents of the Canal Zone, were discussed previously

see p. 13). .

Another U.S. contribution to Panama’s progress was the construc-

tion of the Transisthmian Highway which crosses the Republic from

Panama City to Colon, at a cost of $9,785,000 (completed in 1949).

The United States continues to assume full responsibility for mainte-
nance of the highway.

Under terms of the 1955 treaty with Panama, construction of the
Balboa Bridge across the canal is now underway at an estimated cost
to the United States of $20 million.

Under various assistance programs, the United States has made
the following contributions to the Republic of Panama in the period
from July 1, 1945, to June 30, 1959: 3

{In millions of dollars)

Technical assistance. _ . _ . _ .o iO. 3
Spécial assistance (Smathers amendment fund)—for sewerage in Panama 20

Y = o o o e e e e
Public Law 480 (title III)—contributions by voluntary relief agencies_.___. 5. 2
Inter-American highway—3% cost of eonstruction_ . ____________.________ 22.3
39.8

* Responsibilities of the Canal Zone government for health in the terminal cities ended in 1053, after 50
years; they were transferred to the Republic of Panama in 1858-85. Responsibility for water supply, sewer-
age, garbage disposal, etc., was transferred in 1953-84 to a newly created department within the M’lnlstry
of Tabor, Social Welfare and Public Health.

® JCA, Office of Statistics and Reports, U.S. External Assi Ob ts, July 1,
1945 through June 30, 1959.
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In addition, the following lo h
by the Brpert o o Bu.nkg:‘ Joans have been extended to Panama

[In millions of dollars) .
June 21, 1948 (El Panama Hotel) .________________________ 2.5
July 26, 1951 (supple mentary financing for El Panama Hotel) _____.____ 1.5
June 14, 195? (for financing Panama’s } contribution to construction of
Inter-American highway)_._________ ' 12. 85
July 27, 1959 (airport equipment) _ _ _-__--___-----:::::::::::::::::_ 25
TOtAL. e e o e e ee e 17.10

The Republic of Panama has met its obligat;
Im’II‘)lcl)rtRBanlt()lpromptly. figations to the Export-
e Republic of Panama’s economy also has received a boost fro
o N B m
nongovernmental U.S. sources. Direct private U.S. investments in
Panama, covering a large range of interests which include manu-
facturing, public utilities, agriculture, banks, trading operations, real
estate, insurance, bquerqge houses, and petroleum, amounted to an
estimated $240 million in 1958.% These investments amount to
(l;?utgl,;hl); iOlpgrpent Pof private capital invested in Panama, 48 percent
the total being Panamanian and the remaini ¢
Swiss, and British interests.® eraining 2 porcent Erench,

VI. Current PoINTS OF FricTioN BETWEEN PaNaMA AND THE
Unrtep StaTtes

A. BOVEREIGNTY IN THE CANAL ZONE

Recently there has been much agitation in Panams r i
question of sovereignty in the Cnsglla.l Zone. On tv:o ?)gc?:ra‘:;ggstlil:
November 1959, mobs led by rabble rousers tried to force entry into
the Ca.m,a.l Zone in order to plant Panamanian flags there as symbols of
Panama’s sovereignty. On November 3 the overnor of the zone
was compelled to call for U.S. Armed Forces to hel quell the ensui
violence. Within the week Panama’s unicamem.lp congress resolv
not to rest until the Panamanian flag was raised “on our territory.”
]u))gf{m a;l;.?n seconddatt.empt on November 28 to invade the zone, it

& guardsmen worki i
tur(r)l bonama liob. n working alongside U.S. troops 3 hours to

on November 26 the Panamanian Ambassador i i
delivered a note at the Department of State askin thtlan Uz‘irtiasdhlélti?;
to consider the desire of Panama to fly its flag in the zone.

N Septors of the Panamama.q press and several demagogic politicians
ec(aip the issue red hot. It is also reported that envoys from Cuba
and KEgypt actively encourage anti-U.S. sentiments. Cuban agi-
tators participated in the riots of November 28. The United
Arab Republic delegation is said to be the most active diplomatic
mission in Panama although there are few Arab residents and virtually
no Arab commercial interests.® = Cairo beams two broadcasts nightly
to Panama almost entirely devoted to the alleged unfair treatment
Panama is receiving from the United States with respect to the canal &
5 ont of G e ST s 1
.S, ) of Business Ec
e e R R R
desk

# U.8. Department of Commerce, Panama es|

4 New York Ti ‘Wash! :
Panama, Mar. la,nl]g(sx'), p.1 split on P policy, Dec. 3, 1959, p. 15; Cuban and Arab active in

4! New York Times, Washington split on Panama polioy, ibid.
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The issue of sovereignty in the Canal Zone is almost as old as the
treaty of 1803 which lv%'a,syint,ended to define the respective powers of
Panams and the United States with relation to the Canal Zone.
The United States had hardly taken formal possession of the Canal
Zone when disagreement occurred over the scope of U.S. powers.

The first Panamanian protest arose in 1904 after the United States
established ports of entry, customhouses, tariffs, and post offices in
the zone. he ensuing diplomatic corres ondence between Pana-
menian Minister to Washington José de Obaldia and Secretary of
State Hay sets forth the classic positions held by Panama and the
United States down to the present time, . .

The differing Panamanian-United States interpretations of the
treaty of 1903 with regard to sovereignty hm¥e p1_1ma.nly on articles
II and III of that pact. The pertinent part of article II declares:

The Republic of Panama grants to the United States in
perpetuity the use, occupation, and control of a zone of land
ag? land under water for the construction, maintenance,
operation, sanitation and protection of said canal of the
width of 10 miles. * * * ‘

Article ITI states:

The Republic of Panama grants to the United States all
the rights, power, and authority within the zone mentioned
and described in article IT of this agreement and within the
limits of all auxiliary lands and waters mentioned and de-
scribed in said article II which the United States would
possess and exercise if it were soverelgn of the territory
within which said lands and waters are located to the entire
exclusion of the exercise by the Republic of Panama of any
such sowvereign rights, power, or authority.

According to Minister Obaldfa, U.S. jurisdiction is not full and
complete, but a delegated and limited jurisdiction granted to the
United States only in matters pertaining to “the construction, mainte-
nance, operation, sanitation, and protection of said canal.” Moreover,
Obaldfa argued, the term.“if it were sovereign’’ In article I1I implies
that the United States is not sovereign. He claimed that if Panama
had had any intention of ceding sovereignty of the Ct‘z‘nal Zone, only
two articles would have been necessary in the treaty: “one sge‘clfymg
the thing sold and the other expressingl the price of the sale.” 4 o

Secretary of State Hay replied to the Minister’s note as follows:

If it could or should be admitted that the titular sovereign
of the Canal Zone is the Republic of Panama, such soverej
is mediatized by its own act, solemnly declared and publicly
proclaimed by treaty stipulations, induced by a desire to
make possible the completion of a great work which will
confer inestimable benefit upon the people of the isthmus
and the nations of the world. It is difficult to believe that
a member of the family of nations seriously contem lates
abandoning so high and honorable a position in order to
engage in an endeavor to securs what at best is a barren

scepter. ;
# Quoted in MoCain, op. dit., p. 3. .
y 2 . In hearings before the Committes on
-Sm:uwofsuu&mwaowah’,oa 24, 1004 g

Interocsanio Canals of the U.8. t Printing 1906, vol. ITI, p. 3578,
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Under the stipulations of article ITI, if sovereign powers
are to be exercised in and over the Canal Zone, t must
be exercised by the United States. Such exercises of power
must, be, therefore, in accordance with the judgment and
discretion of the constituted authorities of the United States,
the governmental entity charged with responsibility for
such exercise, and not in accordance with the judgment and
discretion of a governmental entity that is not charged with
such responsibility and by treaty stipulations acquiesces in
‘““the entire exclusion of the exercise it of any sovereign
rights, power, or authority” in am{ over the territory
involved. )

Article IT provides that ‘‘the Republic of Panama grants
to the United States in perpetuity the use, occupation, and
control of a zone of land and land under water for the con-
struction, maintenance, operation, sanitation, and protection
of said canal.” ‘

The Panamanian authorities now contend that the words
“for the construction, maintenance, operation, sanitation,
and protection of said canal” constitute a limitation on the
grant; that is to say, that the grant is confined to the pur-
poses so stated. e position of the United States is that
the words ‘‘for the construction, maintenance, operation,
sanitation, and protection of said canal” were not intended
as a limitation on the grant, but are a declaration, and
appropriate words of conveyance.

Secretary of State Hay’'s definitive declaration of U.S. rights in
the Canal Zone by no means brought to an end the first major con-
troversy regarding sovereignty in the Canal Zone. Tension mounted
on the isthmus, and as Secretary of War William H. Taft later testified,
“it led to passive resistance by Panama to the making or carrying out
of any agreement between the United States and the Panamanian
authorities necesstx.r{'l in the progress of our work.” %

Taft was dispatched to the 1sthmus in November 1904 to settle
Panama’s grievances. To do so he amicably worked out an arrange-
ment with Panamanian authorities designed to ease the situation
during the construction period. It speafically provided, however,
that it could not be interpreted as a restrictive or enlarging construc-
tion of the treaty. :

Taft’s minutes of his conferences with- President Amador of the
Republic of Panama reflect the care he exercised not -to jeopardize
U.S. rights in the zone: ‘

Assuming the power to the extent declared in Secretary
Hay’s note, how far can I go in waiving the exercise of
these powers and withholding the exercise of powers al-
ready exercised, so as to assure the Government of Panama
that we wish to exercise no powers that we do not deem
necessary in the construction, maintenance, and protection
of the canal?

Now, I am not in a position to waive absolutely—I mean
to give up the right to exercise—those powers, but I am

4 Hearings, ibid., p. 2524,
P. 2689,

# Ibid.,
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given authority by the President to establish now, subject
to action by Congress, a nonexercise of those pcwers, such
as I hope will be satisfactory to the Government of the Re-
public, and will continue indefinitely until the construction
of the canal shall so affect the relations and conditions existing
as to require a new adjustment of the relations between
the two Governments.

Taft’s view on the question of sovereignty in the Canal Zone is
further defined in his report to President Roosevelt of his negotia-
tions with Panama: ¢

The recognition that a citizen of the Republic of Panama
may reside in the Canal Zone and not lose his rights as a
citizen to the exercise of the elective franchise in the Repub-
lic it was wise to make. The truth is that while we have all
the attributes of sovereignty necessary in the construction,
maintenance, and protection of the canal, the very form in
which these attributes are conferred in the treaty seems to

reserve the titular sovereignty over the Canal Zone in the

?tepublic of Panama, and as we have conceded to us com-

plete judicial and police power and control over the zone

and the two ports at the end of the canal, I can see no reason

- for creating a resentment on the part of the people of the

isthmus by quarreling over that which is dear to them but
which to us 18 of no real moment whatever.

A year and a half later, while testifying before the Senate Com-
mittee on Interoceanic Canals, Secretary of War Taft made his now
famous statement which is frequently referred to in discussions regard-
ing sovereignty in the Canal Zone:

[Article III] is peculiar in not conferring sovereignty
directly upon the United States, but in giving to the United
States the powers which it would have if it were sovereign.
This gives rise to the obvious implication that a mere titular
sovereignty is reserved in the Panamsanian Government.
Now, ee that to the Anglo-Saxon mind a titular sover-
eignty is like what Governor Allen, of Ohio, once character-
ized as a ‘‘barren ideality,’”’ but to the Spanish or Latin mind
poetic and sentimental, enjoying the intellectual refinements,
and dwelling much on names and forms, it is by no means
unimportant.

Neither Panama nor the United States subsequently has budged on
their respective constructions of the terms of the treaty of 1903. In
1924, after negotiations to replace the Taft agreement had gone ahead
intermittently since 1915, Secretary of State Hughes stated in con-
versation with the Panamanian Minister: ¢

This Government would never recede from the position
it had taken in the note of Secretary Hay in 1904. This
Government could not and would not enter into any discus-
sion affecting its full right to deal with the Canal Zone under

# Tiid., p. 23%0.

 Mamorandan by the Becretary of State of a conversation with the Panamanian Minister (Alfaro)
Dec. 15, ‘l,;g “Foreign Relations of the U.8. Government, 1923,” vol. II, Washington, Government
Printing Office, 1938, p. 084,
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article III of the treaty of 1903 as if it were the sovereign of
the Canal Zone and to the exclusion of any sovereign rights
or authority on the part of Panama * * * This must be
regarded as ending the discussion of that matter.

The two major revisions of the treaty of 1903—the General Treaty
of Friendship and Cooperation of 1936 and the Treaty of Mutual
Understandings and Cooperation of 1955—amend and supplement. the
original pact but leave intact the controversial articles ﬂ) and III of
the early agreement.

During hearings in the Foreign Relations Committee of the U.S.
Senate on the 1955 treaty with Panama, Assistant Secretary of State
for Inter-American Affairs, Henry Holland, revealed that the Depart-
ment of State was still zealously on guard against any diminution,
then or in the future, of what the {Init States regarded as its rights in
the Canal Zone. The following exchange took place at the hearings: ®

Senator WiLEY. As I understood from you, Secretary Hol-

- land, there is nothing in this present treaty that would in the

slightest degree depreciate the attributes of sovereignty
that we possess.

Mr. Horranp. That is true; and so true is it, that in the
course of the negotiations the Panamanians advanced several
small requests which, one by one, had considerable appeal,
but all of which we refused because we did not want to leave -
one grain of evidence that could a hundred years hence be
interpreted as implying any admission by the United States
that we possess and exercise anything less than 100 percent
of the rights of sovereignty in this area.

For example, they aﬁx that ships transiting the canal, as
a token of deference to Panama, fly the Panamanian flag as
well as the U.S. flag.

Now, it seemed, perhaps, a little unfriendly to say, “No,"”
because while the gentlemen representing Panama would
never have any misunderstanding as to why that might be
done, generations coming after us might have some mis-
understanding as to why that was done, and we felt we could
not agree to do anything, nor would the Senate approve it if
we were to agree to it, which could be construed a hundred
years hence as receding 1 millimeter from the position that we
possess and exercise tﬁl of the rights that we would have if
we were the sovereign in that area.

Some Panamanian politicians and jurists and various publicists
turn from arguing the legal constructions placed on the treaty of
1903 to criticizing the manner in which the pact was negotiated. 'they
protest that the treaty was negotiated by a Frenchman, in haste
(see p. 23), and cast somber doubts as to his motivation and that of
the provisional Panamanian government which ratified the treaty.
In these arguments it is customary to refer to the letter fram Secretary
of State Hay to Senator Spooner on January 20, 1904, in which he
points out the advantages of the treaty to the United States and
cautions against givingaﬁana.ma. more time to ponder.

# .8, Benate, 84th Cong., 1st sess., Committee on Forelgn Relations,

hefore the Committee on
Foreign Relations, the Panama Treaty, Washington, Government Printing O: 1985, p. 164.
 Bes p. 10 for the comprete text. ' p. 184
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This attack on the basic document 5oveming Panama's relations
with the United States has an emotional appeal to the national pride
of the Panamanian people. Nevertheless, by ratifying negotiations
in both 1936 and 1955, Panamanian authorities have reaffirmed the
handiwork of their founding fathers.

The small group which traditionally has controlled Panama’s Gov-
ernment and newspapers has been wont to condemn North American
“imperialism.” ’[Eus tactic serves a triple purpose. It provides 8
convenient scapegoat for their own impotency in solving the nation’s
pressing economic problems; it is an effective vote getter among a
populace which is extremely sensitive to slights to the national pride;
mg, finally, Panamanian leaders can exploit the nationalistic senti-
ment they have whipped up to enhance their bargaining power with

ited States.
th%]Un tian nationalization of the Suez Canal in 1956 added fuel to
the already well-stoked flames of nationalism in Panama. Panama
protested to the United States and Britain for not having been
invited to the London conference concerning the Suez Canal in view
of the fact that “it was necessary and proper, and of special impor-
tance” that it participate in the talks since ‘‘the Suez Canal has
fundamental analogies with the Panama Canal.” Secretary of State
Dulles asserted that there was no question of sovereignty in the zone

since ‘‘the United States has all the rights which it would possess if it ‘

were sovereign.”’

In Marchg1'1957 & conference on the juridical aspects of the Panama
and Suez Canals was held under the auspices of the University
of Panama with representatives present from eight Latin American
countries. Former Foreign Minister Octavio Fabrega, who headed
Panama’s delegation to Washington to negotiate the treaty of 1955
(which left intact the relevant terms of the treaty of 1903), asserted
that Panama’s grant of the Canal Zone to the United States in
perpetuity was inconsistent with the sovereignty of the nation.*

Following the attempts in November 1959 to plant the Panamanian
flag in the Canal Zone as a symbol of Panama’s sovereignty, President
Eisenhower and Deputy Under Secretary of State Livingston Mer-
chant made policy statements which bear upon the question. The
Deputy Under Secretary, on a visit to Panama, made the following
statement on November 24:

During the course of our discussions, in response to a
question by the President of Panama, I assured him that the
policy of tze U.S. Government with respect to the status of
the Canal Zone remains as it had been stated more than 50
years ago to the effect that the United States recognizes that
titular sovereignty over the Canal Zone remams in the
Government of Panama.®

A week later in his press conference, President Eisenhower stated:
* * * T do in some form or other believe we should have

visual evidence that Panama does have titular sovereignty
over the region.™

u New York Ti: Aug. 29, 1956, D. 4.
. ;:'.betunl pacts wgf:& Ix:lv‘a.lid. New York Ti! Mnr.ua.l, 1957, p. 18.

® Panama rusaure}i so':gtghﬁ mntly‘ l|l: °g}otmla” tement by Deputy Under Secretary Mer-
3 t ulletin, . 14, 1089, p. 850,
d’“’lt‘mmmm pt of t.h: Preaident’s news conference on foreign and domestic matters, the New York Times,

Deo. 3, 195, p. 18,
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B. COMMISSARIES

Another controversy which extends back to the construction era
relates to the operation of commissaries in the Canal Zone. In order
to make living palatable, indeed possible, for workers who were
imported to the isthmus to work on the canal, the U.S. Government
opened supply stores in the Canal Zone. As early as 1904 Secretary
of War Taft noted the “great alarm’ felt by Panamanian merchants
“lest the United States might use the clause of the Hay-Varilla Treaty
which permits the United States to import free of duty into
the isthmus all machinery, equipment, material, and supplies needed
by it or its employees in the construction of the canal to break up
their normal business in native supplies in the zone.” %

President Roosevelt sent his Secretary of War, Taft, to the isthmus
to work out an agreement designed to allay Panamanian fears. In
his instructions to Taft, he noted; %

Apparently they fear lest the effect be to create out of part
of their territory a competing and independent community
which shall injuriously affect their business, reduce their
revenues, and diminish their prestige as a nation * * * We
have not the slightest intention of establishing an independent
colony in the middle of the State of Panama, or of exercising
any greater governmental functions than are necessary to
enable us conveniently and safely to construct, maintain,
and operate the canal under the rights given us by the treaty.
Least of all do we desire to interfere with the business and
prosperity of the people of Panama.

To pacify Panamanian fears, Taft included a proviso in the modus
vivendi of December 1904, which provided for the importation and
sale of merchandise “necessary and convenient” for the officers,
employees, workmen, and laborers in the service and in the em loy .
of the United States, and for their families, but which excluded fll)'om
the benefits of the commissaries—

all employees and workmen who are natives of tropical
countries wherein prevail climatic conditions similar to
those prevailing on the Isthmus of Panama, and who there-
fore may be presumed to be able to secure the articles of food,
clothing, household goods, and furnishings, of the kind and
character to which they are accustomed, ?r!;)m the merchants
of Panama, Colon, and the towns of the Canal Zone.*

In the event that— :

such merchants charge prices in excess of legitimate profit,
or practice other extortion, the United States, for the protec-
tion and assistance of all its employees, whether from the
tropical or Temperate Zone, wi]f supply its commissaries
with such st,s%ple articles as are required and desired by the
inhabitants of tropical countries, and permit all its employees
and workmen and those of its contractors to avail themselves

& Statement of Hon. Willlam H. Taft, Becrotary of War, Apr. 18, 1906, hearings before Committee on
e s, o St B . tary of War William Howaed Tatt, O earings
residen eodore Roosevelt to Secre! of War am Howard Talt, Oct. 18, 1904, h before
°‘i}’}’§ﬁ‘°" 0;15 2I,'ls:t.emcen.uic Canals, op. cit., p. 2304 ’ ' !
W D X
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of the benefits and privileges afforded by said Government
commissaries.’

In 1905, service of the commissaries was extended to all Govern-
ment workers because, as Taft told the Scnate Committee on
Interoceanic Canals— ’

after a sudden influx of laborers, the merchants of the zone
were apparently quite short of provisions, or else they
attempted to make a corner upon them.5

After the crash construction program for the canal was completed
and activities in the zone settled down to a more steadv tempo,
Panamanian merchants renewed their laments that U.S.-operated
commissaries were depriving them of their legitimate market in the
zone. In negotiations during 1919 to replace the Taft modus vivendi
of 1904, Panamanian authorities charged that one-half the people in
Panama City and Colon used articles bought in the commissaries and
smuggled from the zone.® With the canal construction completed,
the merchants claimed that the United States no longer was justified
in underselling them and driving them out of competition.

During negotiations for a new treaty Minister Ricardo J. Alfaro
called attention to the old grievance that the Panama Railroad
Company operated—

* * * commissaries, livery stables, garages, ba gage trans-
portation within the cities of Panama and Colon, dairies,
poultry farms, butcheries, packing and refrigerating plants,
soap factories, laundries, J)lants for roasting and packing
coffee, sausage and canned meat factories, Ironworks, car-
penter shops, and cooperages, etc. * * * o

The treaty of 1926 did contain an article stating that purchases
from commissaries should be limited to employees of the American
Government, their families and diplomats accredited to and designated
by the Panamanian Government. The Panamanian Congress, how-
ever, failed to ratify the treaty after public opinion became stirred
over the provision that Panama should enter any war in which the
United States was engaged.

When complaints in were made against the Canal Zone com-
missanes in 1927, the Department of State answered bluntly: “When
the ratifications of this treaty are exchanged, the question will be
definitely settled.” ®

With Panama deep in the throes of the world depression in 1933,
President Arias decided to make a personal appeal to the new admin..
istration in Washmgpon. After several conferences, he and President
Franklin Roosevelt issued a joint statement that the treaty of 1903
now covered only—

the use, occupation, and control by the United States of
the Canal Zone for the purpose of maintenance, operation,
sanitation, and protection of the canal—

and that the—

Republic of Panama is recognized as entitled, as a sovereign
nation, to take advantage of the commercial opportunities

3 Thid.

3 Ihid,

# MecBain, op. cit., p. 227,
4 1bid., p. 230,

@ Ibid., p. 240.
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inherent in its geographical situation so far as that may be
done without prejudice to the maintenance, operation, sani-
tation, and protection of the Panama Canal by the United
States of America which is earnestly desirous of the pros-
perity of the Republic of Panama. )

The United States agreed to prohibit sales of ‘“tourist’’ goods by the
commissaries for disposal on ships in transit through the canal, to
exercise special vigilance to prevent contraband trade in articles
purchased in the commissaries, and to regulate other sales by the
commissaries to ships “with the interest of Panamanian merchants
in view.”

In 1936 a new General Treaty of Friendship and Cooperation em-
bodied a number of revisions in the economic relations between the
United States and Panama in the Canal Zone. In order to enable
Panama to take advantage of ‘““the commercial opportunities inherent
in its geographic situation,”” the United States agreed to confine sales
in the commussaries to U.S. employees and Armed Forces; to impose
specific restrictions for regulating the sales by commissaries to ships
and tourists passing through the canal; to cooperate in the preven-
tion of contraband trade; and to prohibit the establishment in the
Canal Zone of any new private businesses, with the exception of
those—

having a direct relation to the operation, maintenance, sani-
tation, or protection of the canal, such as those engaged in
the operation of cables, shipping, or dealing in oil or fuel.

The United States retained freedom of decision as to which businesses
have a “direct relation” to the operation and maintenance of the canal.
The treaty of 1936 did not lay to rest the controversy over the
Canal Zone commissaries. For a period after the exchange of ratifi-
cations in 1939 Panamanian grievances lay dormant. This hiatus
was due more to the local prosperity resulting from U.S. wartime
expenditures on the isthmus than to results produced by the treaty.
uring the war years a number of processing facilities were installed
in Panama to meet local needs for goods which no longer could be
imported and to fulfill requirements of the influx of Armed Forces
personnel.®® As U.S. expenditures tapered off in the postwar period,
the new enterprises operated at partial capacity. Strong pressure
was brought by Panamanian industry and commerce for withdrawal
of the Panama Canal Company from the manufacturing and process-
ing in the zone of a wide range of consumer items and for a halt to the
sale of tax-exempt and duty-free goods imported for sale in the zone
commissaries.
A new basic agreement between the United States and Panama in
1955 again tackled the problem of the commissaries. Item 9 of the
memorandum of understandings attached to the treaty of 1955 states:

With respect to the manufacture and processing of goods
for sale to or consumption by individuals, now carried on by
the Panama Canal &mpany, it will be the policy of the
United States of America to terminate such activities when-
ever and for so long as such goods, or particular classes

® In 142 and 1943 the zone’s population more than doubled as compared with 1940,
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thereof, are determined by the United States to be available
in the Republic of Panama on a continuing basis, in satis-
factory qualities and ]?uantities, and at reasonable prices.
The United States will give prompt consideration to a re-
quest in writing on the part of the Government of Panama
concerning the termination of the manufacture or processing
of any goods covered in this item as to which the Govern-
ment of Paname may consider the criteria specified in this
item to have been met. ,

In the course of the Senate hearings on the treaty of 1955, repre=
sentatives of various Canal Zone organizations indicated deep fears
regarding the quality, availability, and price of food products from
Panama and the consequent possible deterioration in the living
standards of zone residents. Department of State representatives
testified that every safeguard would be taken to assure sufficient
supplies of good quality.

n accord with item 9 of the memorandum of understandings, the
following Panamanian requests for discontinuance of Canal Company
activities have been allowed : slaughter house with related meat process-
ing plants; carbonated beverage plant; oxygen and a.cetji'lene gas
plant; ice-manufacturing plant; industrial laboratory involving the
manufacture or processing of some 200 food, drug, and other items
(such as mouthwash, shaving lotion, etc.).%

The following requests for discontinuance have not been allowed:
dairy (Panama does not have the capacity to produce sufficient quan-
tity meeting sanitary standards); bakeries (as in the case of dairy
products, it 1s believed that the Republic of Panama cannot produce
enou%h products meeting sanitar{ standards); laundrg and dry clean-
ing plants and tire recapping plant (the Panama Canal Company
contends that this is not the type of activity contemplated in item 9
of the memorandvm of understanding).®

The dire consequences predicted E some residents of the Canal
Zone do not appear to have materialized. During February 1960,
on the average, food prices on the Canal Zone were 1.8 percent lower
than those in effect in the average city in the United States.®® At the
same time, all U.S. employees of the Canal Company and zone gov-
ernment are paid & 25-percent differential rate above that of U.S.
Government employees in continental United States and even Depart-
ment of State employees in the Republic of Panama.

The treaty of 1955 makes further concessions to the Republic of
Panama Wit,ﬁ7 regard to sales and services by commissaries in the Canal
Zone. The privilege of availing themselves of services offered in the
Zone is withgrawn after December 31, 1956, from persons employed
by zone agencies, who are not citizens of the United States and who
do not actually reside in the zone, thus requiring them to purchase the
services they desire within the Panamanian economy (item 6, memoran-
dum of understandings).

The memorandum of understandings also provides (item 4) for the
withdrawal of the United States, with a few exceptions, from the
business of selling supplies to ships transiting the canal.

: Il%?gartment of State, Panama desk.
# Panama Canal Co. , U.8. Citizen Consumer Price Index, April 1060,
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C. THIRD-COUNTRY PURCHASES

Another sore point with Panama over the years has been the
practice of Canal Zone agencies of buying supplies in the cheapest
world market for resale in the zone commissaries and post exchanges.
Merchandise so purchased entered the zone duty free. Items included
everything from staples, like New Zealand meat, to 1 items like
diamonds and Oriental wood carvings. Panama complained that.
such imports constituted unfair competition with Panamanian mer-
chants who must pay Panamanian duties on similar articles.

Durin%the n%gotmtions of the treaty of 1955, Panama proposed
that the United States formally agree that all items needed or desired
either by individuals or for the maintenance, functioning, and defense
of the canal (except war materiel) would be purchased by U.S. Gov-
ernment agencies from Panamanian production, commerce, and in-
dustries, subject to certain provisos with respect to price, quality,
and availability. This proposal was in line with Panama’s assum
tion that the commerce and industry of Panama should be enabled
to take advantage of the market offered by the Canal Zone."”

According to the Secretary of State’s report to the President regard-
ing the treaty of 1955, the United States “could not agree to a sub-
sidization of the Panamanian economy at the expense of individuals
residing in the zone or in connection with the importation of materials.
require for the maintenance, operation, and defense of the canal.” %

'wo general statements were included in the memorandum of
understandings attached to the treaty of 1955 relative to the problem
of third-country purchases.

Item 7. It is and will continue to be the l‘policy of the
Panama Canal agencies and of the Armed Forces in the
Canal Zone in making purchases of supplies, materials and
equipment, so far as permitted under U.S. legislation, to
afford to the economy of the Republic of Panama full
opportunity to compete for such business.

In the words of the Secretary of State, “item 7 represents the full
extent to which the interested agencies of this Government con-
sidered it feasible to go in this matter.” ®

Item 8. In general connection with the matter of the im-
portation of 1tems of merchandise for resale in the sales
stores in the Canal Zone, it will be the practice of the agencies
concerned to acquire such items either from U.S. sources or
Panamanian sources unless, in certain instances, it is not
feasible to do so."

The Secretary of State’s explanatory note to the President
the Department’s interpretation of item 8: ™

The undertaking in item 8 was drafted with a view to
alleviating irritations which have arisen with respect to the
sale in the zone of so-called luxury items. Panama is not
given a monopoly over sales of the kind to which this item

# © U8, Senate, 84th Cong., 1st sess., hearings before the Committes on  Foreign Relations, “The Panama.
Treaty,” Washington, Government Printing Office, 1855, p. 15. -

# Ibid.
™ Ibid., p. 16.

gives.
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relates, and in certain circumstances the zone agencies retain
their freedom to acquire desired items elsewhere.

Shortly after the treaty of 1955 was concluded, the Panama Canal
Company restricted sales of so-called luxury items in the commissaries
to those which sold for less than $50. No restrictions were placed by
the Defense Department upon sales in the post exchanges.

Panama resentment over third country purchases did not abate
with the signing of the treaty of 1955. Panama interpreted item 8 of
the memorandum of understandings in broader terms than did' the
United States. In the Panamanian view, item 8 did not specify
luxury items and was not intended to have such a restrictive inter-

retation. Panama ed that the requirement to purchase supplies

m either the United States or Panama should apply to all U.S.
purchases for resale in the zone.

The ensuing controversy hinged more on the word “feasible.” The
Panama Canal Company and the Department of Defense took the
position that “feasibility”’ should be determined in terms of price,

uality, and assured supply. Panama, on the other hand, insisted
that it means supplies must be purchased in the United States or
Panama unless it is impossible to buy them in either place.

Within the United States a split developed on U.S. policy. The
Armed Forces and Panama Canal Company felt concern lest %anama
sources of such items as beef and lamll)) (which, imported from New
Zealand and Australia, retailed in the zone for 25 cents per pound) be
higher priced and of inferior quality. The Department of State, on
the other hand, held the view that U.S. foreign policy should not be
determined by certain fringe benefits to U.S. employees, especially
those enjoying a 25-percent wage differential over rates in the United
States. According to the Department of State, Panama’s economic
viability and political stability should be the prime considerations
upon which U.S. policy is formulated. Accordingly, the United
States should assist Panama in achieving the benefits to be derived
from the presence of the Panama Canal down the middle of the nation.

In October 1959, the Panama Canal Company decided to purchase
all items for resale in the zone from either the Republic of Panama or
the United States. Thus, all merchandise for sale in zone commissaries
will pass through either United States or Panama customs barriers.

The Department of Defense, fearful lest such a purchasing policy
would establish a precedent in its worldwide operations, resisted the
change. On March 15, 1960, at the insistence of President Eisen-
hower, it was announced that henceforth the Department of Defense
would purchase all supplies except gasoline for its operations in the
Canal Bone from either Panama or the United States. The Armed
Forces also fell into line with the Panama Canal Company’s existing
policy of a $50 limit on luxury items that can be sold in post exchanges.

The new ban on third country purchases should bring to an end
one of the foremost points of friction between the Republic of Panama
and the United -States. ]

Side effects of the ban are already visible. The Panama Canal
Company sent purchasing parties all over the Republic of Panama to
start farmers cooperatives, and point 4 technicians are teaching cattle
growers how to bring meat up to standards. While promoting much
needed diversification of the economy, these efforts are engendering an
incalculable reservoir of good will.
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D. WAGE AND EMPLOYMENT OPPORTUNITIES IN THE ZONE

No issue has aroused more bitterness in Panama than the charge
that Panamanian citizens are being discriminated against in the Canal
Zone with regard to wages and employment opportunities.

The roots of the problem stretch%ack to construction days. Skilled
laborers, most of whom were U.S. citizens, were paid in gold, whereas
other laborers, mostly natives from the tropical lands of Panama
J amaica, ?uert,o Rico, and the West Indies, were paid in silver. Wages,
of “silver” employees were genernllf set at levels equal to or slightly
above. those prevailing for native labor in the Caribbean area, the
tlfnipry being that such wages provided for their accustomed standard
of living.

The American inechanics and artisans who contributed their skills
to the construction of the canal found little in common either with
the cultured white Panamanians of Spanish descent or with the pre-
-dominantly Negro laboring force. Separate housing areas, schools,
and commissaries sprang up in the Canal Zone to meet their needs.

The concept of “silver” and “gold”’ employees almost inevitably
took on aspects of racial and nationality discrimination and came to
be a severe irritant to Panamanians of all racial origins.

. The idea that Panamanians should have access to equal opportuni-
ties for em£loment had little acceptance among U.S. residents of
the Canal Zone. For many years only citizens of the United States
were eligible for employment in executive, supervisory, professional,
subprofessional, and clerical positions. Representatives of organiz
}}al.lbor ui the Catl-,mlf %oilie, especin{ly during the depression, lobbied for

e replacement of ‘‘silver’” employees in artisan groups with eiti
of the United States. oy groups with citizens

First official recognition of Panama’s desire to secure equal treat-
ment for its nationals in the Canal Zone’s labor policy occurred in
1936. In an exchange of notes ancillary to the 1936 general treaty
it was stated that the United States— ’

will favor the maintenance, enforcement, or enactment of
such provisions, consistent with the efficient operation and
maintenance of the canal and its auxiliary works and their
effective protection and sanitation, as will assure to Pana-
manian citizens employed by the canal or the railroad equal-
ity of treatment with employees who are citizens of the
United States of America.”

In 1948 the silver and gold roll designations were replaced. The
Canal Zone Government and the Panama Canal Company then
followed a practice of dividing positions into two categories, ‘U.S,
rate” and “local rate.” In theory, non-U.S. citizens were eligible for
‘U.S.rate” positions, if qualified. In practice, less than 4 percent of
jobs classified as “U.S. rate” were filled by non-U.S. citizens. The
Armed Forces maintained its worldwide policy, that is, a dual-wage
system whereby all jobs, regardless of their nature, had two wage
rates, one for U.S. citizens (““U.S. rate’’) and one for non-U.S. citizens
(“local rate”).

In a joint statement issued October 1, 1953, by the President of
the United States and the President of Panama, the principle of

1 Ibid., p. 12.
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equality of job opportunity and treatment for citizens of Panama
was proclaimed: ™

We have equally agreed that, inasmuch as the two countries
have a mutual and vital interest in the work of the Panama
Canal, the priiciple of equality of opportunity and treat-
ment must have full effect in regard to the citizens of Panama
and the United States employed in the Canal Zone as set forth
in the exchange of notes of March 2, 1936, on this subject and
that wherever circumstances should be found which in any
manper interfere with the observance of that principle,
appropriate measures will be taken by the United States.

The memorandum of understandings attached to the treaty of
1955 embodies the principle of equal treatment. It is stated in 1tem
1 that: :

Legislation will be sought which will authorize each agency
of the U.S. Government in the Canal Zone to conform its
existing wage practices in the zone to the following principles:

(a) %‘h:%asic wage for any %iven grade level will be the
same for any em;foyee eligible for appointmentr to the

osition without regard to whether he is a citizen of the
%nited States or of the Republic of Panama.

Paragraphs (b) and (¢) provide that U.S. citizen employees may
receiv:ga.rn It)nrerstesza,s differential, an allowance for taxes wﬁic{ operate
to reduce their disposable income as compared with employees who are
residents of the area, and greater annual leave benefits.

Item 1 further provides:

Legislation will be sought to make the Civil Service
Retirement Act uniformly applicable to citizens of the
United States and of the Republic of Panama employed
by the Government of the United States in the Canal Zone.

The United States will afford equality of opportunity to
citizens of Panama for employment in afl U.S. Government
positions in the Canal Zone for which they are qualified
and in which the empl ent of U.S. citizens is not required,
in the judgment of tﬁer nited States, for security reasons.

The agencies of the U.S. Government will evaluate, classify,
and title all positions in the Canal Zone without regard to
the nationality of the incumbent or proposed incumbent.

Citizens of Panama will be afforded opportunity to
participate in such training programs as may be conducted
for employees by U.S. agencies in the Canal Zone. -

On July 25, 1958, Congress implemented the obligations assumed
by the United States under the memo of understandings with the
passage of Public Law 85-550. -

Rates of pay for various occupational categories are determined by
the area of principal recruitment, without regard to the nationality
of the incumbent. Wages for positions for which satisfactory per-
sonnel can be recruited locally are based upon local prevailing rates.
In practice, present Canal Zone wages for these jobs average from
30 to 200 percent higher-than prevailing wages in Panama. Positions
demanding special skills, education, or traeining for which qualified

n Thid.
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‘personnel must generally be sought outside of the area are paid at
rates based on equivalent or closely similar rates prevailing in the
Federal service in the United States, plus a 25-percent differential and
‘tax increment in the case of U.S. citizens.

Since implementation of the Treaty with Panama the percentage
of non-U.S. citizens paid at U.S. base rates by the Panama Canal
?(l)lmpa.nx and the Canal Zone Government has moved upward as
ollows:

February 1959: 144 out of a total of 3,520 or 4 percent.
June 1959: 173 out of a total of 3,542 or 5 percent.
December 1959: 234 out of a total of 3,702 or 6 percent.
April 1960: 259 out of a total of 3,702 or 7 percent.

_Fears expressed during hearings on the Tredty of 1955 by U.S.
citizen employees in the zone that their jobs would be classified down
to Panamanian wage-levels have not materialized. In implementing
the treaty with Panama no U.S. citizen employees have had their
wages reduced to conform to prevailing rates in Panama.™

In line with the clause in item 1 of the memorandum of under-
standings with regard to affording Panamanians— ,

opportunity to participate in such training programs as may
ge conducted for employees by U.S. agencies in the Canal
one—

President Eisenhower announced on April 19, 1960, an increase in the
Panama Canal Company’s apprenticeship program. Henceforth, 25
Panamanian citizens would be selected each year to participate in the
Canal Company’s 4-year training course. As a result of the first
examinations aiter the announcement, 27 Panamanians and 10 U.S.
citizens have been selected.

Some criticism still is heard regarding employment practices of
U.S. zone agencies. Despite the principle of equality of opportunity
embodied in the memorandum of understanding and Public Law
85-550, the charge is made that U.S. authorities, in order to give
preference to U.S. citizens, stretch the definition of “security’’ to
apply to a large number of positions which actually do not involve
security risk.” There are 1,961 positions classified as “security’’.”s
Panama, meanwhile, argues that in two World Wars no sabotage
occurred, and that continuing discrimination against Panamanians
by means of the “security” escape clause, rather than assuring secur-
ity, creates dissension and the basis for insecurity.

E. THE ANNUITY

The annuity which the United States pays yearly to the Republic
of Panama provides a rallying slogan for anti-U.S. agitators in
Panama.

The original figure specified by the Hay-Bunau-Varilla Treaty of
1903 was $250,000. Under the terms of the treaty of 1936, the amount
was increased to $430,000 to adjust to the reduction of the gold con-
r‘:):"illl%ei gﬁg sggremglrgﬁgw zgnl%alo .Company to chairman, Subcommittes on Inter-American Affairs,

¥ James L. Busey, *‘Conflict in Pan; " the Ni Feb. .
® Lotter from secretary, Panama Canal mm;.wom' ‘eb. 15, 1000, p. 18.
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tent of the American dollar. Article I of the treaty of 1955 raised
the amount of the annuity to $1,930,000.7 The same article contains
a provision designed to safeguard the United States against any
assertion of the right to demand an increase in the annuity. It is
stated that the parties “recognize the absence of any obligation on
the part of either party to alter the amount of the annuity.”

Some critics of U.S. policy in Panama demand that the gross
receipts of the Canal Zone be split 50-50. Gross revenue from the
Panama Canal Company (which includes tolls, sales of commodities,
and rentals) amounted to over $87 million in fiscal year 1959. Net
revenue, however, was less than $3 million. Payroll costs for the
Canal _Cpmpa.ng and the Canal Zone Government consumed over
$52 million. Other financial obligations include operating costs,
interest and depreciation charges on the U.S. Government’s invest-
ment in the project, and a part of the $1,930,000 annuity paid annually
to the Republic of Panama.

The following table gives a breakdown of revenues and
expenditures: ™

Comparative statement of revenue and expenses, Jiscal years ended June 30, 1959,

and 1958
1959 1858
R e

'o] $46, 546, 621 $42, 834, 008
Sales of dities. - 18, 452, 121 17, 706, 260
Bervice sales and 22,252,129 22,570, 343

Total - : 87, 250, 871 83, 110, 609
P lMll d nh.tggm :

ayroll an _ 41, 085, 800 38,309, 717
Material and other operating 3,673,316 3, 498, 469
Cost of sold 13, 685, 418 13, 347, 951
Depreciation. _ 4, 787, 254 &, 262, 336
Annuity to Republic of Panama (repayment to U.5, Treasury). .. ........ 430, 000 430, 000
Net cost to Canal Zone Government (repayment to U.8. Treasury)-...... 11, 646, 136 10,737,194
Interest on net direct investment of U.S. Gov 8,979, 415 8,778, 560

Total operating expenses and ded 84, 267,339 80, 454,227

Netr 2, 983, 532 2, 656, 382

Those who urge that 1§1-oss proceeds be split 50~50 with Panama
turn aside the fact that Panama now receives more than half the net
profits of the canal with the argument that the United States receivcs
inestimable benefits from the canal and should be willing to pay.
This claim ignores the benefits which accrue to Panama from oper-
ations of the Panama Canal (see p. 13).

. The demands for a 50-50 split of the gross receipts rest on emo-
tional rather than rational bases. Since construction days the canal
has conjured up for many Panamanians a tissuey dream of easy pros-
perity. With the passage of time reality has shown that the canal is
not, after all, a cornucopia of wealth. But the dream persists. The
presence in the Canal Zone of an island of prosperous U.S. residents,
in sharp contrast to the widespread poverty in the surrounding Re-
Ejubhq of Panama, accentuates the notion that the canal can provide

gh living standards.

7 The Panama Canal Company assumes responsibility for ; the ad:
the Treaty of 1055 is paid by funds appropriated to the lt)yepmm(tngf Btaet:. ditlonal $1,500,000 added by
7 Panama Canal Company, Annual Report, fiscal year ended June 30, 1959, p. 48,
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VII. COMPARISON OF THE LEGAL STATUS OF THE SUEZ AND
Panama CaNaLs

Nationalist and leftwing elements in the Republic of Panama were
stirred by Egypt’s nationalization of the Suez Canal Co. on July 26,
1956. Recently United Arab Kingdom representatives have been
active in Panama. As stated previously, the UAR delegation is said
to be the most active diplomatic mission in Panama although there
are few Arab residents and virtually no Arab commercial interests.
Cairo also beams two radio broadcasts nightly to Panama devoted to
the alleged unfair treatment Panama is receiving from the United
States with respect to the canal. . .

UAR, Castro, and Communist propaganda notwithstanding, the
legal status of the Suez Canal differs fundamentally from that of the

Panama Canal.
A. SUEZ CANAL BASIC AGREEMENTS

The fundamental agreement concerning the Suez Canal was between
an international company and the Egyptian Government. The Suez
Canal was constructed and operated—until nationalized in 1956—by
a private international company, established and recognized for the

urpose under a concession granted by the Khedive of Egypt to
E‘erdinand de Lesseps in 1856 for the formation of an international
company of which he was to be the director. The concession was to
run for 99 years from the date of the opening of the canal, which took
place in November 1869. .

The assets of the company, originally in Egyptian and French
hands, later were acquired to a preponderant extent by the British
Government and British subjects, due chiefly to the extravagances of
the Khedive. Riots broke out in Alexandria and the British sent a
successful expedition to the isthmus of Suez. After extended negotia-
tions, the Suez Convention was signed in 1888 b[‘;' Great Britain,
France, Austria-Hungary, Germany, Italy, the Netherlands, Russia,
Spain, and Turkey (then in nominal control of Eéypt). By that
multilateral convention, pa.ssaFe through the Suez Canal was to be
open at all times to ships of all nations.

When Egypt nationalized the canal in 1956, Great Britain and
France, with the support of other users of the canal, claimed before the
United Nations that the Suez Canal Co. enjoyed international status
and that therefore Egypt had no right to nationalize it. According to
this view, the 1888 &nvention, with its provision for open passage to
all users, was the chief legal instrument violated by Egypt’s act.
Egypt held that granting the concession was a domestic act; that the
nationalization was a legitimate act of sovereignty; and that the Suez
Canal Co. was an Egyptian company and no part of the system estab-
lished by the 1888 convention. An Egyptian announcement in 1957
concerning the future use of the canal stated that the 1888 agreement
would be complied with.

B. LEGAL STATUS OF THE PANAMA CANAL

Without passing judgment on the legality of Egypt’s nationaliza-
tion of the Suez Canal Co., the legal status of theg?a.nama Canal is
another matter. The story of how the United States came to build
the Panama Canal is told in some detail at the beginning of this report.
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to-face naval engagements, “the two-ocean navy is itself outdated.”

The fundamental agreements governing the Panama Canal are bi-
Consequently:

lateral ones between the U.S. Government and the Government of the

Republic of Panama, not between a sovereign state and a private
company.

By the Hay-Bunau-Varilla Treaty of 1903, the United States is
granted “in perpetuity’”’ (not a 99-year lease) the use, occupation, and
control of the Canal Zone as if it were sovereign. No provision is
made to terminate the agreement. Treaties of 1936 and 1955 have
modified some of the provisions of the treaty of 1903, but no changes
were made in the basic arrangements with respect to the legal basis of
U.S. operations in the Panama Canal area. In fact, both the later
treaties confirm those parts of the 1903 treaty which are relevant to
U.S. jurisdiction in the Canal Zone.

VIII. AvrErNATIVES TO U.S. CONTROL

Some observers foresee a rising tide of nationalism in Panama,
due in part to the wave-.of nationalism sweeping the underdeveloped
regions of the world, to' Castro’s Cuban example, and to Communist
efforts to aggravate tensions in an area of U.S. interest. These
commentators reason that Panama leaders will no longer be able to

That left the canal as a waterway for peacetime shipping
and as a route of only secondary usefulness for the wartime
transportation of critical materials—hardly a target of
prime 1mportance to enemy forces. Since then the canal’s
vulnerability in an atomic-missile war has been demon-
strated by the war games of April 1957. Henceforth, the
defense of the canal must be fought far out in the Pacific and
the Atlantic or from land bases in continental United States.
In the event of a limited war the risk of expanding the con-
flict is likely to deter the enemy from designating as a strategic
target what is no longer a vital supply route.

* * * * *

Since World War II, defense of the canal has been assigned
& low strategic priority. The military is apparently oper-
ating on the conclusion expressed by Hanson Baldwin in
1957 that the canal today 1s indefensible in total war and
short of total war is less defensible and less strategic than
ever before.

contain and exploit popular hostility, and that in these explosive
circumstances, the United States, regardless of its legal rights on the
isthmus, could not uphold its position in the Canal Zone. They
further maintain that armed intervention by the United States would

Reasoning that a “storm is building up in Panama” and “appro-
priate measures taken soon can protect the real as distinguished from
the illusory U.S. interest in the canal, while a policy of drifti
along may jeopardize our interests far beyond 8

not only place the hi hlg vulnerable canal in the midst of an armed
camp, but would probably wreck the inter-American system whose
cornerstone is the doctrine of nonintervention. Accordingly, a
number of alternative suggestions have been put forward for main-
taining the canal in effective operation.

A. INTERNATIONALIZATION OF THE CANAL

President Truman proposed at the Potsdam Conference in 1945
that the Panama Canal be internationalized along with other inter-
national waterways. In this he was supported by Prime Minister
Attlee of Great Britain, but the Russians vetoed the idea.” President
Truman’s plan was not designed to avoid problems in Panama.
Rather, it was a package deal aimed at an international guarantee of
free passage along all international waterways as a means of removing

ossible future trouble spots. Since that time the Suez Canal has
geen nationalized by Egypt and the Danube River has fallen to the
mercy of the Danube Commission which is dominated by Soviet-
bloc eountries.

Stanford University political scientists, Martin B. Travis and
James T. Watkins, in an article appearing in Foreign Affairs, April
1959, present a case for internationalization of the Panama Canal
under United Nations auspices.® Their reasons differ from those
motivating President Truman’s 1945 suggestion. Travis and Watkins
contend that the “changed nature of modern warfare’’ has ‘“deprived
the canal of its original importance.” With the outmoding of face-

® Demaree Bess, ““The Panams Danger Zone," Baturday Evening Post, May 9, IOM

. 74,
® Martin B, Travis and James T. Watkins, “Oontrol of the Panama Canal: an Obsolete S8hibboleth?*
Foreign Aflairs, April 1059, pp. 407-418.

fessors

They argue:

To concede to the tiny population of Panama the power to
control a vested interest of the whole community of nations
would be no more justifiable than to try to continue the
present arrangement. To set up under the Organization of
American States a hemispheric agency for operating the
canal, a waterway which serves all maritime powers directly
and all others indirectly, would open it to the same objections
which can be charged against a Danube Commission made up
only of riparian powers. There remains the alternative of
establishing under the United Nations a specialized agency
the Panama Canal Commission, serving and responsible to
the community of nations, and including representatives of
the canal’s principal users.

Intematlonali;ation would leave unimpaired the real in-
terest of the United States, namely, the preservation of the
canal and access to it, gooti service at low cost, and a voice
in the operation of the canal. The security of the canal would
be, if anything, enhanced. Already hopelessly vulnerable, an
Internationalized canal might seem to a potential a.ggreésor
a less attractive target than one under the exclusive juris-
diction of the United States. In any case, the United States
would be entitled to come to the defense of the canal, if de-
fense were feasible, by acting within the United Nations
under article 51 of the charter or the “Uniting for Peace”
procedures. Such action in defense of an International

avis and Watki th to th ?thml Aerion
1 rs T; ne see the answer e dilemma in inter-
nationalization of the canal under the United N ations. o
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agency would enjoy moral and practical support which the
defense of an exclusive interest cfaimed by the United States
could not evoke. The same principle would apply in the
event of limited warfare, where, again, the United States
would be in a better moral position to attract the support of
the world community.

Good service at a reasonable cost could also be expected
from an international agency. Indeed, from a strictly eco-
nomic standpoint internationalization would offer every hope
of bringing an improvement. Less exposed to special-interest
pressures than is the U.S. Congress, a Panama Canal Com-
mission could more readily determine an optimum toll
schedule for facilitating the flow of traffic and yet building
up reserves for needed improvements. And finally, partici-
pation in the operation of the canal would be insured as long
as the United States remained one of the principal users.

It might be ed that internationalization would be
injurious to certaln interests claimed by Panama, which
stands in a special relationship to the canal. Under inter-
national jurisdiction, Panamsa could expect little support for

andiose schemes for third locks or a sea-level channel.

ut, that, as we have seen, is the present situation. Then,
too, Panama’s bargaining power, derived from pitting the
claims of nationalism aqninst those of the U.S. colossus, would
be lost. Yet this would be more than compensated for by
the more effective support which Panama would obtain from
Latin American representatives on the Panama Canal Com-
mission. Finalli, Panama would lose to the international
agency powers heretofore claimed (but not exercised) by
itself with respect to the canal, but by the same measure
it would render itself more secure from the arbitrary exercise
of power by others,

B. ORGANIZATION OF AMERICAN STATES CONTROL

The Department of Political Science of Northwestern University,
in a study on the Organization of American States prepared, in 1959,
on the request of the Senate Committee on Foreign Relations, recom-
mends that the administration of the Panama Canal be turned over
to the OAS.®

They take a dim view of the idea of giving the United Nations con-
trol “because of the tendency of the United Nations to invest con-
troversial issues with the politics of the cold war.” They note “how
the Security Council of the United Nations muddled the Guatemalan
situation in 1954.” :

According to the study, by regionalizing the canal through the
OAS, the United States woulcf—

avoid the {)Jolitica.l dilemma of internationalizing it through
a divided U.N. or having it eventually nationalized despite
ourselves by the Panamanians,

¥ U.8. Cong., 86th, 1st sess,, ‘'United States-Latin American Relatl The Om 1

States,” a study ptamd at the of the Bub on American Repuhlics Affairs of the Com-
mm.e;‘ o?’;ogm tions, by Northwestern University, Washington, Government Printing Office,
Dec. ly " . 66-67.

of American
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It is stated, moreover, that by regionalization the United States would
not only strengthen the Organization of American States but reap a
number of political gains: :

A promise to multilaterize the Canal Zone will be another
striking symbol of the nonimperialistic nature of our foreign
policy. The move would be as forceful a demonstration of
our integrity as was the honoring of our early-made promise
of freedom to the Philippines. ther, the act would give
us a firm posture for maneuver with respect to future prob-
lems regarding the Suez Canal. However, its most important
and fundamental impact would be within the Americas. It
would be another demonstration—and & most impressive
one—of our long-term willingness to work as partners with
the other nations in the hemisphere.

C. PURCHASE FROM PANAMA

Another political scientist, Prof. James L. Busey of the University
of Colorado, o es multilateralization of the Panama Canal under
either OAS or U.N. auspices. In his view—

if the United States were to continue to run it under inter-
national authority, the bickering would increase. If opera-
tions were to be handled by several participating powers, the
service would probably deteriorate and controversy would
be inevitable. In any event, the unhappiest party of all
would be Panama itself.®
Like his counterparts at Stanford and Northwestern Universities,
Professor Busey fﬁs that the present circumstances are fraught with
danger for the United States. He recommends that the United
States—
now enter into negotiations with Panama with the object of
abandoning the foggy provisions of the 1903 convention, and
of securing full and undivided U.S. sovereignty over the
canal and the zone—or better still, propose to purchase the
entire Central American half of the Republic of Panama,
from the zone’s present eastern border to the Costa Rican
frontier.®
If negotiations to purchase from Panama fail, Mr. Busey suggests
buildingczz canal in Nicaragua which—
has the huge advantage of giving the United States full title
to a strip of territory located between two countries, instead
of cutting one in h:ﬁ. :

D. OTHER SUGGESTIONS

Other suggestions which crop up occasionally include the formation
of an agency of canal users to a£n1n' ister the canal or simply letting
the canal revert to Panama.

:ﬁnﬁu L. Busey, “Conflict in Panama,” The New Leader, Feb, 15, 1960, p. 19.
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IX. SupcoMMITTEE FINDINGS AND RECOMMENDATIONS

(1) The subcommittee does not believe that either the interests of
the Republic of Panama, the United States, or the users of the Panama
Canal would be served by the transfer of the control and operation of

8!1. . . 3
tJh"‘i‘cu’:";ling over the canal’s administration to the United Nations is
advanced by its proponents as a means of relieving United States-
Panama friction which can be exploited by enemies of the free world.
Holders of this view rest their case on_ the presumption that the
Panama Canal’s strategic value has vanished in the light of recent

ilitary developments. .
Im'lIl‘herysubcormI:littee believes that the strategic value of the canal
continues to be an important consideration. ~The subcommittee is
convinced, moreover, that giving the United Nations control of the
Panama Canal would facilitate Communist endeavors to, disrupt the
economic and political stability of the Western Hemisphere. As
long as the Communists are bent on destroying inter-American
unity, it makes no sense to give Communist-bloc countries a voice in
the administration of a waterway which traverses the Western

emisphere. o
HAan:inistration of the Panama Canal by the Organization of
American States poses drawbacks of a different nature.

The subcommittee finds that OAS administration of the canal has a
certain regional appeal and might indeed be interpreted by the
American Republics as a sincere commitment to artnership with
them. However, maritime nations outside the hemisphere who rely
on the canal are likely to greet regionalization of the canal less en-
thusiastically. L.

The follozving table showing the principal Panama Canal trade
routes discloses the vital interests which nations outside the Western
Hemisphere share in the effective operation of the canal:*

Major Panama Canal trade routes, ranked by cargo tonnage volume for selected
fiscal years

1949 1639 1930

§
g

Trade route 1987

East coast United States-Asia,

East coast United States-west const South America....
United States inter i

West coast South America-Burope...cc-ocv-ev-nane
‘West coast Canad

Australasis-E .
‘Weat coast United States-Europe

=3 OB R b G 2D
Buomow~t

...
-
AT

O LS =Tl O D = DI CI

BEScae

2
g
)
~

est Indies-Asia

west coast South America ... eoeee
E:ttﬁ:?wth America-west coast South Ameriea. .
Asia.

E -
East coast United States-Hawall. . cccemecmcaconeas -
West Indies-west coast United Btates - —coeeecocaeean-

-

-
o
wo ®»
-
~N
-

@«

...
o«
=
(]
=2
fcc
IC]
-
o
-0
2
c]

&
&
8s
©
]

1 Not among the 15 most important routes.

8. Cong,, 88th, 3d sess., “‘Re on » Long-Range Program for Isthmian Canal Transits,” H. Rept.
N:. ?&. Wuhin:%n. 0%, Jnmpg',low, p. 5.
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Furthermore, by the terms of the treaty arrangements between the
United States and the Republic of Panama, the consent of both nations
would be necessary to undertake any scheme for international or
regional administration of the Panama Canal.

As for purchasing the zone outright as has been suggested, given the
degree of nationalism in Panama and in Latin America, the sub-
committee thinks any effort to effect purchase of the area is not only
doomed to failure but is likely to stimulate great hostility and out-
cries of “imperialism’’ not only in Panama but throughout Latin
America.

The possibility of building a new canal other than in Panama has
been mentioned. The United States does hold exclusive treaty rights
in Nicaragua to construct, maintain, control, and defend a canal.
(See p. 11.) A number of factors militate against the construction
at this time of an alternate canal route through Nicaragua. As
reported on page 11 of this study, the Board of Consultants contracted
by the Committee on Merchant Marine and Fisheries to study the
canal situation from a technical viewpoint recommended against a
Nicaraguan Canal. However, the Board of Consultants is optimistic
about the possibility of a canal in Colombia, recommending that
“further engineering studies of sea-level routes across the isthmus in
Colombia should be initiated and prosecuted vigorously.” The sub-
committee concurs fully with the Board of Consultants in this matter.

As for reversion to Panama, responsible Panamanians themselves do
not urge such a course. The cost of running the canal at its present
capacity and preparing it for future expandetf traffic is well beyond the
means of the small Republic. The most conservative estimate of the

costs to make improvements to provide additional capacity to meet
the demands of ‘international commerce beyond the year 2000 is
$61 million.®

(2) the subcommittee recognizes that the efficient operation of the
Panama Canal depends in large measure upon the good will of the
Panamanian people toward the United States. We acknowledge that
the overwhelming presence of the United States in Panama makes an
inviting target for every sort of agitation. We believe, however, that
it 18 possible for the United States and Panama to maintain normal,
friendly relations.

To this end, the subcommittee recommends that the agencies of
the U.S. Government in the Panama Canal Zone be scrupulously dili-
ient in applying the provisions of our treaty arrangements with the

epublic of Panama—the intent as well as the letter of our ents.

The subcommittee recognizes that U.S. residents in the Canal Zone
perform a great service for their country at certain personal sacrifices.
At the same time, American citizens in the Canal Zone have a special
responsibility to assist to the maximum extent toward furthering
amicable relations with nationals of the Republic of Panama. The

subcommittee approves every effort to assure U.S. citizens in the zone
a standard of living comparable with that which they would enjoy
in continental United States. However, the Republic of Panama 1s
no longer the isolated frontier civilization of construction days which
motivated the U.S. Government to adopt measures designed to miti-

uIbid., p. 33
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gate harsh living conditions, Unfortunately, there exists a human
tendency to regard emergency measures which endure for a long
period of time as vested interests. The subcommittee is confident
that officials of the U.S. agencies operating in the Canal Zone, in
living up to our treaty commitments with Panama, will take into
consideration the welfare of the residents of the zone. At the same
time, the subcommittee urges the Panama Canal Company and Zone
Government to emphasize to their employees their responsibilities as
U.8. citizens living in a unique situation.

(3) The subcommittee recognizes that Panama’s unbalanced econ-
omy breeds human misery, leading to political instability. As the
Republic’s principal and most apparent source of income, t.Ke Panama
Canal becomes the target of bitter popular discontent.

The subcommittee realizes that the Republic of Panama is-largely
devoid of resources with which the economy could be diversified.
But we are of the opinion that proper utilization of the rescurces
which Panama does possess would contribute to raising to satisfactory
levels the living conditions of the large masses of Panamanian people.
The subcommittee hopes that Panama’s leaders recognize that the
revenues from the Canal Zone are not adequate to sustain the eco-
nomic life of the Panamanian community.

The subcommittee recommends that the United States cooperate
generously by providing technical and financial assistance for projects
designed to Kroaden the base of Panama’s economy. However, the
subcommittee realizes that it is up to the leaders of the Government
of the Republic of Panama to take the necessary measures which
would make U.S. assistance effective.

(4) The subcommittee acknowledges that the question of flying the
Panamanian flag within the Canal Zone as a recognition of Panama’s
“titular sovereignty’’ is charged with da.nEers that could explode
beyond Panama-United States relations. The issue offers a constant
temptation to demagogs, with the consequent possibility of an ugly
incident which could Te
throughout the hemisphere.

The subcommittee is convinced, however, that to accede to the
Panamanian request, after more than half a century in which only
the U.S. flag has been raised in the Canal Zone, would constitute a
major departure from established policy. In the subcommittee’s judg-
ment, such a proposal would represent a basic change in treaty inter-
pretation. Hence, should the Government of the United States deter-
mine at any time in the future that a concession of this magnitude
would be in the national interest, such a change should be accomplished
only after due constitutional process.

(5) The subcommittee believes that U.S. relations with the Republic
of Panama sre weakened by dissension regarding the Canal Zone
within the administration. Conflicting views of the Department of
State, the Panama Canal Company, and the Department of Defense
should be adjusted at the highest level—the Presidency—and then
firmly administered with a single voice.

(6) The subcommittee recognizes that congressional delays in imple-
menting some of the treaty provisions have been responsible for a meas-
ure of resentment in Panama. With a view to reducing the possibil-
ities of congressional disapproval, the subcommittee recommends that
in the future the appropriate committees of Congress be consulted by

used to arouse anti-American sentiment-

-22-

‘UNITED STATES-PANAMA  RELATIONB

the Department of State with regard to any legislation that might be

commitments.
v izes that the overwhelming presence
of the United States on the Isthmus of Panama will always be the
source of some friction between the Republic of Panama and the
United States. In the prophetic words of William Howard Taft at
the outset of the construction of the canal:

There are many other matters constantly arising between

the American rep{esentatives on the isthmus and the Pana-

manian authorities calling for adjustment. We are living in

the same house and f

required to meet envis
(7) The subcommittee reco,

ily with them, so to speak, and if we
do not get on in a friendly way it will be uncomfortable for
both. :

The subcommittee is confident that wise leaders in both the United
States and the Republic of Panama will work cooperatively in order
to maintain the Panama Canal as a service to Panama, to the United
States, and to all mankind.
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APPENDIXES

APPENDIX A
CONVENTION FOR THE CONSTRUCTION OF A SHIP
CANAL, 1903

Concluded November 18, 1903; ratification advised by the Senate

February 23, 1904; ratified by President February 25, 1904; ratifi-

cations exchanged February 26, 1904; proclaimed February 26, 190/.
(U.S. Stats., vol. 33.)

ARTICLES.
I. Independence of Panama. XIV. Compensation.
II. Canal zone. XV. Joint ¢ommission.
IIT. Authority in canal zone. XVI. Lxtradition.
IV. Subsidiary rights. XVII. Ports of Panama.
V. Monopoly for construction, ete. | XVIII. Neutrality rules.
VI. Private property. XIX. Free transport.
VII. Panama; Colon; harbors. XX. Cancellation of existing treaties.
VIII. Panama Canal Company and| XXI. Anterior debts, concessions, ete.
railroad. XXII. Renunciation of rights under
IX. Ports at entrance of canal, concessionary contracts,
X. Taxes, etc. XXIII, Protection of canal.
XI. Official dispatches. XXIV. Changeingoverninent,laws,etc.
XII. Access of employees. XXV. Coaling stations.
XIII. Importation into gone. XXVI. Ratification.

The United States of America and the Republic of Panama being
desirous to insure the construction of a ship canal across the Isthmus
of Panama to connect the Atlantic and Pacific oceans, and the Con-
gress of the United States of America having passed an act approved

une 28, 1902, in furtherance of thdt object, by which the President
of the United States is authorized to acquire within a reasonable time
the control of the necessary territory of the Republic of Colombia,
and the sovereignty of such territory being actually vested in the
Republic of Panama, the high contracting parties have resolved for
that purpose to conclude a convention and have accordingly appointed
as their plenipotentiaries, —

The President of the United States of America, John Hay, Secre-
ta? of State, and .

he Government of the Republic of Panama, Philippe Bunau-
Varilla, Envoy Extraordinary and Minister Plenipotentiary of the
Repubiic of Panama, thereunto specially empowered by sai vern-
ment, who after communicating with each other their respective full
powers, found to be in good and due form, have agreed upon and
concluded the following articles: ‘

ArTIiCcLE I.

The United States guarantees and will maintain the independence
of the Republic of Panama.
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Arricte II.

The Republic of Panama grants to the United States in perpetuity
the use, occupation and control of a zone of land and land under water
for the construction, maintenance, operation, sanitation and protection
of said Canal of the width of ten miles extending to the distance of
five miles on each side of the center line of the route of the Canal to
be constructed; the said zone beginning in the Caribbean Sea three
marine miles from mean low water mark and extending to and across
the Isthmus of Panama into the Pacific ocean to a distance of three
marine miles from mean low water mark with the proviso that the
cities of Panama and Colon and the harbors adjacent to said cities,
which are included within the boundaries of the zone above described,
shall not be included within this grant. The Republic of Panama
further grants to the United States in perpetuity the use, occupation
and control of any other lands and waters outside of the zone above
described which may be necessary and convenient for the construc-
tion, maintenance, operation, sanitation and protection of the said
Canal or of any auxiliary canals or other works necessary and con-
venient for the construction, maintenance, operation, sanitation and
protection of the said enterprise.

The Republic of Panama further grants in like manner to the United
States in perpetuity all islands within the limits of the zone above
described and in addition thereto the group of small islands in the
Bay of Panama, named, Perico, Naos, gfllebra and Flamenco.

Arricre III.

The Republic of Panama grants to the United States all the rights,
power and authority within the zone mentioned and described in
Article IT of this agreement and within the limits of all auxiliary lands
and waters mentioned and described in said Article IT which the
United States would possess and exercise if it were the sovereign of
the territory within which said lands and waters are located to the
entire exclusion of the exercise by the Republic of Panama of any
such sovereign rights, power or authority. -

Armicte IV.

As rights subsidiary to the above grants the Republic of Panama
grants 1n perpetuity to the United States the right to use the rivers,
streams, lakes and other bodies of water within 1its limits for naviga-
tion, the supply of water or water-power or other purposes, so far as
the use of said rivers, streams, lakes and bodies of water and the waters
thereof may be necessary and convenient for the construction, main-
tenance, operation, sanitation and protection of the said Ca.nai.

ArticLE V.

The Republic of Panama grants to the United States in perpetuity
& monopoly for the construction, maintenance and operation of any
system of communication by means of canal or railroad across its ter-
ritory between the Caribbean Sea and the Pacific ocean.
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ArticLe VI,

The grants herein contained shall in no manner invalidate the titles
or rights of private land holders or owners of private property in the
said zone or in or to any of the lands or waters granteg to the United
States by the provisions of any Article of this treaty, nor shall the
interfere with the rights of way over the public roads passing throug
the said zone or over any of the said lands or waters tinless said rights
of way or private rights shall conflict with rights herein granted to
the United States in which case the rights ofnﬁle United States shall
be superior. All damages caused to the owners of private lands or
private property of any kind by reason of the grants contained in this
treaty or by reason of the operations of the United States, its agents
or employees, or by reason of the construction, maintenance, opera-
tion, sanitation and protection of the said Canal or of the works of
sanitation and protection herein provided for, shall be appraised and
settled by a joint Commission appointed by the Governments of the
United States and the Republic of Panama, whose decisions as to such
damages shall be final and whose awards as to such damages shall be
paid solely by the United States. No part of the work on said Canal
or the Panama railroad or on any auxiliary works relating thereto
and authorized by the terms of this treaty shall be prevented, delayed
or impeded by or pending such proceedings to ascertain such damages.
The appraisal of said private lands and private property and the assoss-
ment of damages to them shall be based upon their value before the
date of this convention.

ArTicLE VII.

The Republic of Panama grants to the United States within the
limits of the cities of Panama and Colon and their adjacent harbors and
within the territory adjacent thereto the right to acquire by purchase
or by the exercise of the right of eminent domain, any lands, buildings,
water rights or other properties necessary and convenient for the con-
struction, maintenance, operation and protection of the Canal and of
any works of sanitation, such as the collection and disposition of sewage
and the distribution of water in the said cities of Panama and Colon
which in the discretion of the United States may be necessary and
convenient for the construction, maintenance, operation, sanitation
and protection of the said Canal and railroad. such works of
sanitation, collection and disposition of sewage and distribution of
water in the cities of Panama and Colon shall be made at the expense
of the United States, and the Government of the United States, its
agents or nominees shall be authorized to impose and collect water
rates and sewerage rates which shall be sufficient to provide for the
payment of interest and the amortization of the principal of the cost
of said works within a period of fifty years and upon the expiration
of said term of fifty years the system of sewers anf water works shall
revert to and become the pro%erties of the cities of Panama and Colon
resgectively, and the use of the water shall be free to the inhabitants
of Panama and Colon, except to the extent that water rates may be
necessary for the operation and maintenance of said system of sewers
and water,

The Republic of Panama agrees that the cities of Panama and Colon
shall comply in perpetuity with the sanitary ordinances whether of a
preventive or curative character prescribed by the United States and
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in case the Government of Panama is unable or fails in its duty to
enforce this compliance by the cities of Panama and Colon with the
sanitary ordinances of the United States the Republic of Panama
grants to the United States the right and authority to enforce the
same. .

The samé right and authority are granted to the United States for
the maintenance of public order in the cities of Panama and Colon
and the territories and harbors adjacent thereto in case the Republic
of Panama should not be, in the judgment of the United States, able

to maintain such order.
ArticLe VIII.

The Republic of Panama grants to the United States all rights which
it now has or hereafter may acquire to the gropert,y of the New Panama
Canal Company and the Panama Railroa Comfa.n{.as a result of the
transfer of sovereignty from the Republic of Colombia to the Repub-
lic of Panama over the Isthmus of Panama and authorizes the New
Panama Canal Company to sell and transfer to the United States its
rights, privileges, properties and concessions as well as the Panama
Railroad and all the shares or part of the shares of that company;
but the public lands situated outside of the zone described in Article
II of this treaty now included in the concessions to both said enter-
prises and not required in the construction or operation of the Canal
shall revert to the Republic of Panama except any property now
owned by or in the possession of said companies within Panama or
Colon or the ports or terminals thereof.

ArticLE IX.

The United States agrees that the ports at either entrance of the
Canal and the waters thereof, and the Republic of Panama agrees that
the towns of Panama and Colon shall be free for all time so that there
shall not be imposed or collected custom house tolls, tonnage, anchor-
age, lighthouse, wharf, pilot, or quarantine dues or any other cfmrges or
taxes of any kind upon any vessel using or passing through the Canal or
belonging to or employed by the United States, directly or indirectly,
in connection with the construction, maintenance, operation, sanita-
tion and protection of the main Canal, or auxiliary works, or upon the
cargo, officers, crew, or passengers of any 8uch vessels, except such
tolls and charges as may be imposed by the United States for the use
of the Canal and other works, and except tolls and charges imposed
by the Republic of Panama upon merchandise destined to be intro--
duced for the consumption of the rest of the Republic of Panama, and
upon vessels touching at the ports of Colon and Panama and which do-
not cross the Canal. ; .

The Government of the Republic of Panama shall have the right to.
establish in such ports and in the towns of Panama and Colon such
houses and guards as it may deem necessary to collect duties on impor--
tations destined to other portions of Panama and to prevent contraband
trade. The United States shall have the right to make use of the towns
and harbors of Panama and Colon as places of anchorage, and for mak--
ing repairs, for loading, unloading, depositing, or transshipping cargoes
either in transit or destined for the service of the Canal and for other-
works pertaining to the Canal. .
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ArTicLE X,

The Republic of Panama agrees that there shall not be imposed any
taxes, national, municipal, departmental, or of any other class, upon
the éanal,_ the railways and auxiliary works, tugs and other vessels
employed in the service of the Canal, store houses, work shops, offices,
quarters for laborers, factories of all kinds, warehouses, wharves,
machinery and other works, property, and effects appertaining to the
Canal or railroad and auxiliary worzs, or their officers or employees
situated within the cities of Panama and Colon, and that there sh
not be imposed contributions or charges of a personal character of any

d upon officers, employees, laborers, and other individuals in the
service of the Canal and railroad and auxiliary works.

- ArticLE XI.

The United States agrees that the official dispatches of the Govern-
ment of the Republic of Panama shall be transmitted over any tele-
graph and telephone lines established for canal purposes and used for
}Jub ic and private business at rates not higher than those required
rom officials in the service of the United States.

’ ArricLe XII.

The Government of the Republic of Panama shall permit the immi-
gration and free access to the lands and workshops of the Canal and
its auxiliary works of all eml?loyees and workmen of whatever nation-
ality under contract to work upon or seeking employment upon or in
any wise connected with the said Canal and its & ary works, with
their respective families, and all such gersons shall be free and exempt
fromn the military service of the Republic of Panama.

ArTticLe XIII.

The United States may import at any time into the said zone and
auxiliary lands, free of custom duties, imposts, taxes, or other charges,
and without any restrictions, any and all vessels, dredges, engines,
cars, machinery, tools, explosives, materials, supplies, and other arti-
cles necessary and convenient in the construction, maintenance, opera-
tion, sanitation and protection of the Canal and auxiliary works, and
all (f)rovisions, medicines, clothing, suf;plies and other things necessary
and convenient for the officers, employees, workmen anﬂaborers in
the service and employ of the United States and for their families.
If any such articles are disposed of for use outside of the zone and
auxiliary lands granted to the United States and within the territory
of the eﬂblic, they shall be subject to the same import or other
dPuties a8 like articles imported -under the laws of the Republic of

anama.

ArticLE XIV.

As the price or compensation for the rights, powers and privileges
anted in this convention by the Republic of Panama to the United
tates, the Government of the United States agrees to pay to the
Republic of Panama the sum of ten million dollars ($10,000,000) in gold
coin of the United States on the exchange of the ratification of this
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convention and also an annual payment during the life of this conven-
tion of two hundred and fifty thousand dollars ($250,000) in like gold
coin, beginning nine years after the date aforesaid.

The provisions of this Article shall be in addition to all other bene-
fits assured to the Republic of Panama under this convention.

But no delay or difference of opinion under this Article or any other
provisions of this treaty shall affect or interrupt the full operation and
effect of this convention in all other respects.

ArTicLE XV.

The joint commission referred to in Article VI shall be established.
as follows:

The President of the United States shall nominate two persons and
the President of the Republic of Panama shall nominate two persons
and they shall proceed to a decision; but in case of disagreement of
the Commission (by reason of their being equally divided in conclu-
gion) an umpire shall be appointed by the two Governments who shall
render the decision. In the event of the death, absence, or incapacity
of a Commissioner or Umpire, or of his omitting, declining or ceasing
to act, his place shall be filled by the appointment of another person
in the manner above indicated. All decisions by a majority of the
Commission or by the umpire shall be final.

ArTicLE XVI.

The two' Governments shall make adequate provision by future
agreement for the pursuit, capture, imprisonment, detention and
delivery within said zone and auxiliary lands to the authorities of the
Republic of Panama of persons charged with the commitment of
crimes, felonies or misdemeanors without said zone and for the pur-
suit, capture, imprisonment, detention and delivery without said zone
to the authorities of the United States of persons charged with the
commitment of crimes, felonies and misdemeanors within said zone
and auxiliary lands.

ArticLE XVIIL,

The Republic of Panama grants to the United States the use of all
the ports of the Republic open to commerce as places of refuge for any
vessels employed in the Canal enterprise, and for all vessels passing or
bound to pass through the Canal which may be in distress and be
driven to seek refuge 1n said ports. Such vessels shall be exempt from
anchorage and tonnage dues on the part of the Republic of Panama.

ArTicLE XVIII.

The Canal, when constructed, and the entrances thereto shall be
neutral in perpetuity, and shall be opened upon the terms provided
for by Section I of Article three of, and in conformity with all the
stipulations of, the treaty entered into by the Governments of the
United States and Great Britain on November 18, 1901.

ArTticLE XIX.

The Government of the Republic of Panama shall have the right to
transport over the Canal its vessels and its troops and munitions of
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war in such vessels at all times without paying charges of any kind.
The exemption is to be extended to the auxiliary railway for the
transportation of persons in the service of the Republic of Panama,
or of the police force charged with the preservation of public order
outside of said zone, as well as to their baggage, munitions of war

and supplies.
ArticLe XX.

If by virtue of any existing treaty in relation to the territory of the
Isthmus of Panama, whereof the obligations shall descend or be
assumed by the Republic of Panama, there may be any privilege or
concession in favor the the Government or the citizens and subjects
of a third power relative to an interoceanic means of communication
which in any of its terms may be incompatible with the terms of the

resent convention, the Republic of Panama agrees to cancel or mod-
ify such treaty in due form, for which purpose it shall give to the
said third power the requisite notification within the term ot four
months from the date of the present convention, and in case the exist-
ing treaty contains no clause permitting its modifications or annul-
ment, the Republic of Panama agrees to procure its modification or
annulment in such form that there shall not exist any conflict with the
stipulations of the present convention.

ArricLe XXI.

The rights and privileges granted by the Republic of Panama to the
United States in the preceding Articles are understood to be tree of
all anterior debts, liens, trusts, or liabilities, or concessions or privi-
leges to other Governments, corporations, syndicates or indiviguals,
and consequently, if there should arise any claims on account of the
present concessions and privileges or otherwise, the claimants shall
resort to the Government of the Republic of Panama and not to the
United States for any indemnity or compromise which may be

required.
ArricLe XXII.

The Republic of Panama renounces and grants to the United States
the Earticlpation to which it might be entitled in the future earnings
of the Canal under Article XV of the concessionary contract with
Lucien N. B. Wyse now owned by the New Panama Canal Company

and any and all other lj:fhts or claims of a pecuniary nature erising:

under or relating to said concession, or arising under or relating to
the concessions to the Panama Railroad Company or any extension
or modification thereof; and it likewise renounces, confirms and
grants to the United States, now and hereafter, all the rights and
roperty reserved in the said concessions which otherwise would
ong to Panama at or before the expiration of the terms of ninety-
nine years of the concessions granted to or held by the above men-
tioned party and companies, and all right, title and interest which it
now has or may hereafter have, in and to the lands, canal, works,

property and rights held by the said companies under said concessions.
or otherwise, and acquired or to be acquired by the United States.

from or through the New Panama Canal Company, including any
property and rights which might or may in the future either by lapse

of time, forfeiture or otherwise, revert to the Republic of Panama.
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under any contracts or concessions, with said Wyse, the Universal
Panama Canal Company, the Panama Railroad Company and the
New Panama Canal Company.

The aforesaid rights and property shall be and are free and released
from any present or reversionary interest in or claims of Panama and
the title of the United States thereto upon consummation of the con-
templated purchase by the United States from the New PanamaCanal
Company, shall be absolute, so far as concerns the Republic of Panama,
excepting always the rights of the Republic specifically secured under

this treaty. A -
rTicLE X XIIT,

If it should become necessary at any time to employ armed forces
for the safety or protection of the Canal, or of the ships that make use
of the same, or the railways and auxiliary works, the United States
shall have the right, at all times and in its discretion, to use its police
and its land and naval forces or to establish fortifications for these

purposes.
ArTicLE XXIV.

No change either in the Government or in the laws and treaties of
the Republic of Panama shall, without the consent of the United
States, affect any right of the United States under the present con-
vention, or under any treaty stipulation between the two countries
that now exists or may hereafter exist touching the subject matter of
this convention.

If the Republic of Panama shall hereafter enter as a constituent into
any other Government or into any union or confederation of states, so
a8 to merge her sovereiinty or independence in such Government,
union or confederation, the rights of the United States under this con-
vention shall not be in any respect lessened or impaired.

ArticLe XXV,

For the better performance of thie engagements of this convention
and to the end of the efficient protection o% the Canal and the preser-
vation of its neutrality, the Government of the Rapublic of Panama
will sell or lease to the United States lands adequate and necessary
for naval or coaling stations on the Pacific coast and on the western
‘Caribbean coast of the Republic at certain points to be agreed upon
with the President of the United States.

ArticLe XXVI.

This convention when signed by the Plenipotentiaries of the Con-
tracting Parties shall be ratified by the respective Governments and
the x:%llslﬁcations shall be exchanged at Washington at the earliest date
possible.

In faith whereof the respective Plenipotentiaries liave signed the
present convention in duplicate and have hereunto affixed their
respective seals.

Done at the City of Washington the 18th day of November in the
year of our Lord nineteen hundred and three.

Joun Hay [sEAL]
P. BunaUu VARILLA [8EAL]
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GENERAL TREATY OF FRIENDSHIP AND COOPERATION
BETWEEN THE UNITED STATES OF AMERICA AND
PANAMA

Signed at qulﬁw‘zggton, March 2, 1936; ratification advised by the Senate
of the United States, July 25, 1939; ratified by the President of the
United States, July 26, 1939; ratified by Panama, July 17, 1939;
ratifications ‘exchanged at Washington, July 27, 1939; proclaimed
by the President of the United States, July 27, 1939.

BY THE PRESIDENT oF THE UNITED STATES OF AMERICA
A PROCLAMATION

WazxREAS 8 Treaty between the United States of America and the
Republic of Panama to strengthen further the bonds of friendship and
cooperation between the two countries and to reﬁulat.e on a stable and
miutually satisfactory basis certain questions which have arisen as a
result of the construction of the interoceanic canal across the Isthmus
of Panama was concluded and signed by their respective Plenipoten-
tiaries at Washington on the second day of March, one thousand nine
hundred and thirty-six, the original of which Treaty, being in the
English and Spanish languages, is word for word as follows:

United States of America and the Republic of Panama, ani-
mated by the desire to strengthen further tﬂe bonds of friendship
and cooperation between the two countries and to regulate on a
stable and mutually satisfactory basis certain questions which have
arisen as a result of the construction of the interoceanic canal across
the Isthmus of Panama, have decided to conclude a treaty, and have
designated for this purpose as their Plenipotentiaries:

The President of the United States of America:

Mr. Cordell Hull, Secretary of State of the United States of America,
and Mr. Sumner Welles, Assistant Secretary of State of the United
States of America; and

The President of the Republic of Panama,:

The Honorable Doctor Ricardo J. Alfaro, Envoy Extraordinary and
Minister Plenipotentiary of Panama to the United States of America,
and The Honorable Doctor Narciso Garay, Envoy Extraordinary and
Minister Plenipotentiary of Panama on special mission; ’

Who, having communicated their respective full powers to each
other, which have been found to be in good and due form, have agreed
upon the following: :

ArticLE I

Article I of the Convention of November 18, 1903, is hereby
superseded.

_There shall be a perfect, firm and inviolable peace and sincere
friendship between the United States of America and the Republic of
Panama and between their citizens,

. .zone, of the grou
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In view of the official and formal opening of the Panama Canal on
July 12, 1920, the United States of America and the Re ublic of
Panama declare that the provisions of the Convention of ovember
18, 1903, contemplate the use, occupation and control by the United
States of America of the Canal Zone and of the additional lands and
‘waters under the jurisdiction of the United States of America for the
purposes of the efficient maintenance, operation, sanitation and
protection.of the Canal and of its auxiliary works. ;

The United States of America will continue the maintenance of the
Panamsa Canal for the encouragement and use of interoceanic com-
merce, and the two Governments declare their willingness to cooperate,
‘as far as it is feasible for them to do so, for the purpose of insuring the
full and perpetual enjoyment of the benefits of all kinds which the
‘Canal should afford the two nations that made possible its construction
as well as all nations interested in world trade.

ArTicLE II

The United States of America declares that the Republic of Panama
has loyally and satisfactorily complied with the obligations which it
entered into under Article II of the Convention of November 18,
1903, by which it granted in perpetuity to the United States the use,
.occupation and control of the zone of land and land under water as
described in the said Article, of the islands within the limits of said
of small islands in the Bay of Panama, named

_Perico, Naos, Culebra and Flamenco, and of any other lands and

‘waters outside of said zone necessary and convenient for the construc-
tion, maintenance, operation, sanitation and protection of the Panama
Canal or of any auxili canals or other works, and in recognition
thereof the United States of America hereby renounces the grant made
to it in perpetuity by the Republic of Panama of the use, occupation
and control of lands and waters, in addition to those now under the
jurisdiction of the United States of America: outside of the zone as
‘described in Article I1 of the aforesaid Convention, which may be
necessary and convenient for the construction, maintenance, opera-
tion, sanitation and protection of the Panama Canal or of any auxiliary
canals or other works necessary and convenient for the construction,
maintenance, operation, sanitation and protection of the said enter-
rise.

While both Governments agree that the requirement of further
lands and waters for the enlargement of the existing facilities of the
Canal appears to be improbable, they nevertheless recognize, subject
to the provisions of Articles I and X of this Treaty, their joint obliga-
tion to insure the effective and continuous operation of the Canal and
the preservation of its neutrality, and consequently, if, in the event
.of some now unforeseen contingency, the utilization of lands or waters
additional to those already employed should be in fact necessary for
the maintenance, sanitation or efficient operation of the Canal, or
for its effective protection, the Governments of the United States of
America and the Republic of Panama will agree upon such measures
as it may be necessary to take in order to insure the maintenance,
-sanitation, efficient operation and effective protection of the Canal, in
‘which the two countries are jointly and vitally interested.
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ArmicLe IIT

der to enable the Republic of Panama to take advantage of
t.hgn o:;rirercml opport.unit.ieg inherent ifnuita geographical situation,
the United States of America agrees as follows:

.g) The sale to individuals of goods imported into the Canal Zone
or purchased uced or manufactured therein by the Government
of the United States of America shall be limited by it to the persons
included in classes () and (b) of Section 2 of this Article; and with
Tegard to the persons included in classes (c), (d) and (e) of the said
Section and members of their families, the sales above mentioned
shall be made only when such persons actually reside in the Canal
Zo;)e.No person who is not comgrised within the following classes
shall be entitled to reside within the Canal Zone: )

(a) Officers, employees, workmen or laborers in the service or
employ of the United States of America, the Panama Canal or the
Panama Railroad Company, and members of their families actually

idi ith them; . )
res(lgin mbers of the armed forces of the United States of America
and members of their families actually residing with them;

(c) Contractors operating in the Canal Zone and their employees,
workmen and laborers during the performance of contracts;

(d) Officers, employees or workmen of companies entitled under
Section 5 of this Article to conduct operations in the Canal Zone;

(e) Persons engaged in religious, welfare, charitable, educational,
recreational and scientific work exclusively in the Canal Zone;

(f) Domestic servants of all the beforementioned persons and
members of the families of the persons in classes (c), (d) and (e)

iding with them. )
acgl;all orgﬁglll?fgs belonging to the Government of the United States
of America or to the Panama Railroad Company and situated within
the Canal Zone shall be rented, leased or sublet except to persons with-
in classes (a) to (e), inclusive of Section 2 hereinabove. ]

4) The Government of the United States of America will continue
to cooperate in all proper ways with the Government of the Republic
of Panama to prevent violations of the immigration and customs laws
of the Republic of Panama, including the smuggling into territory
under the jurisdiction of the Republic of goods imported into the
Canal Zone or purchased, produced or manufactured therein by the
Government of the United States of America. .

5) With the exception of concerns having a direct relation to the
operation, maintenance, sanitation or Erot,ect_lon‘ of the Canal, such
a8 those in the operation of cables, shipping, or dealing in oil
or fuel, the Government of the United States of America will not
permit the establishment in the Canal Zone of private business
enterprises other than those existing therein at the time of the sig-

this Treaty. .
nag;lmInOfview of they proximity of the port of Balboa to the city of
Panamé and of the port of Cristobal to the city of Colén, the United
States of America will continue to permit, under suitable regulations
and upon the payment of proper charges, vessels entering at or clear-
ing from the ports of the Canal Zone to use and enjoy the dockage
and other facilities of the said ports for the purpose of loading and
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unloading cargoes and receiving or disembarking passengers to or
from the territory under the jurisdiction of the Republic of Panama.

The Republic of Panama will permit vessels entering at or cleafing
from the ports of Panam4 or Col6n, in case of emergency and also
under suitable regulations and upon the pz:,f'ment of proper charges,
to use and enjoy the dockage amr other facilities of said ports for the
purpose of receiving or disembarkin passengers to or from the terri-
tory of the Republic of Panama under the jurisdiction of the United
States of America, and of loading and unioading cargoes either in
transit or destined for the service of the Canal or of works pertaining
to the Canal.

7) The Government of the United States of America will extend
to private merchants residing in the Republic of Panama full oppor-
tunity for making sales to vessels arriving at terminal ports of the
Canal or transiting the Canal, subject always to appropriate adminis--
trative regulations of the Canal Zone.

ArTicLe IV

. The Government of the Republic of . Panama shall not impose-
lmport duties or taxes of any kind on goods destined for or consigned
to the agencies of the Government of the United States of America in
the Republic of Panama when the goods are intended for the official
use of such agencies, or upon goods destined for or consigned to per--
sons included in classes (a) and (b) in Section 2 of Article III of this
Treaty, who reside or sojourn in territory under the jurisdiction of
the Republic of Panama during the gerforma.nce of their service
with the United States of America, the Panama Canal or the Panama
Railroad Company, when the goods are intended for their own use-
and benefit.

The United States of America shall not impose import duties or
taxes of any kind on goods, wares and merchandise passing from
territory under the jurisdiction of the Republic of Panama into the-
Canal Zone.

No charges of any kind shall be imposed by the authorities of the
United States of America upon persons residing in territory under
the jurisdiction of the Republic of Panama passing from the said ter--
nitory into the Canal Zone, and no charges of any kind shall be im--
posed by the authorities of the Republic of Panama upon persons in
the service of the United States of America or residing in the Canal
Zone passin%from the Canal Zone into territory under the jurisdiction
of the Republic of Panama, all other persons passing from the Canal’
Zone into territory under the jurisdiction of the Republic of Panama.
being subject to the full effects of the immigration laws of the Republic..

In view of the fact that the Canal Zone divides the territory under-
the jurisdiction of the Republic of Panama, the United States of Amer-
lca agrees that, subject to such police regulations as circumstances.
may require, Panamanian citizens who may ocasionally be deported
from the Canal Zone shall be assured transit through the said Zone,
In order to pass from one part to another of the territory under the
jurisdiction of the Republic of Panama.,
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ArticLe 111

In order to enable the Republic of Panama to take advantage of
the commercial opportunities inherenc in its geographical situation,
the United States of America agrees as follows:

.1) The sale to individuals of
or purchased groduced or manufactured therein by the Government
of the United States of America shall be limited by it to the persons
included in classes (a) and (b) of Section 2 of this Article; and with
regard to the persons included in classes (c), (d) and (e) of the said
Section and members of their families, the sales above mentioned
szl;l.ll be made only when such persons actually reside in the Canal

ne.

Rl No person who is not comprised within the following classes
shall be entitled to reside within t.Ee Canal Zone:

(a) Officers, employees, workmen or laborers in the service or

employ of the United States of America, the Panama Canal or the_

Panama Railroad Company, and ‘members of their families actually
residing with them; ‘

(b) Members of the armed forces of the United States of America

and members of their families actually residing with them;

(c) Contractors operating in the Canal Zone and their employees,
workmen and laborers during the performance of contracts;

(d) Officers, employees or workmen of companies entitled under
Section 5 of this Art:iei'e to conduct operations in the Canal Zone;

(e) Persons engaged in religious, welfare, charitable, educational,
recreational and scientific work exclusively in the Canal Zone;

(f) Domestic servants of all the beforementioned persons and
members of the families of the personstin classes (c), (d) and (e)
actually residing with them.

3) No dwellings belonging to the Government of the United States
of America or to the Panama Railroad Company and situated within
the Canal Zone shall be rented, leased or sublet except to persons with-
in classes (a) to (e), inclusive of Section 2 hereinabove.

4) The Governmerit of the United States of America will continue
to cooperate in all proper ways with the Government of the Republic
of Panama to prevent violations of the immigration and customs laws
of the Republic of Panama, including the smuggling into territory
under the jurisdiction of the Republic of goods imported into the
Canal Zone or purchased, produced or manufactured therein by the
Government of the United States of America.

5) With the exception of concerns having a direct relation to the
operation, maintenance, sanitation or grot.ect.ion of the Canal, such
a8 those in the operation ~f cables, shipping, or dealing in oil
or fuel, the Government of the United States of America will not
permit the establishment in the Canal Zone of private business
enterprises other than those existing therein at the time of the sig-
nature of this Treaty.

6) In.view of the proximity of the port of Balboa to the city of
Panamé and of the port of Cristobal to the city of Colén, the United
States of America will continue to permit, under suitable regulations
and upon the payment of proper charges, vessels entering at or clear-
ing from thmm of the Canal Zone to use and enjoy the dockage
and other facilities of the said ports for the purpose of loading and

s imported into the Canal Zone
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unloading cargoes and receiving or disembarking passengers to or-
from the territory under the j_urfsdiction of the Rgpﬁblic o Rnam(::
The Republic of Panama will permit vessels entering at or clearing
from the ports of Panam4 or Colén, in case of emergency and also
under suitable regulations and uJ)on the payment of proper charges
to ust and enjoy the dockage and other fnciﬁgm of said ports for the
purpose of receiving or disembarkin, passengers to or from the terri--
tory of the Republic of Panama under the jurisdiction of the United
?:::E:ist of gmttla_nc;,fand of loading and unloading cargoes either in
tr t;u}T (()’:na‘la? ined for the service of the Canal or of works pertaining-
7) The Government of the United States of America will extend
to private merchants residing in the Republic of Panama full oppor-
81;1!:3 ofoxt"r mal%ng z;lescto l;;essetl)s arri}'mg at terminal ports of the
al or transiting the Canal, subject a| to i inis--
trative regulations of the Canal ]Zone. Vs {0 sppropriate adminis

ArTICLE IV

. The Government of the Republic of Panama shall not impose.
import duties or taxes of any kind on goods destined for or consigloes:ia
to the agencies of the Government of the United States of America in
the Republic of Panama when the goods are intended for the official
use of such agencies, or upon soods destined for or consigned to per--
sons included in classes (a) and (b) in Section 2 of Article III of this
Treaty, who reside or sojourn in wrritory under the jurisdiction of
the Republic of Panama during the Far{ormn.nce of their service
Klth lr(t;hg United States of America, the Panama Canal or the Panama
ma& beaﬁ eﬁ(g.ompn,ny, Wwhen the goods are intended for their own use-
The United States of America shall not impose im rt duties or-
::.;(:i:o 1?; :111‘3'i kl:"ll;i on .ggpdg, wa;'esh and mermdisepgassing fro?rll.
er the jur i i
Grritory under Jurisdiction of the Republic of Panama into the-
No charges of any kind shall be imposed by the authoriti f
United States of America upon ersg)ns resi()i’ing in territo:: (l’mfil;:
the jurisdiction of the Republic of Panama passing from the said ter--
ritory into ‘the Canal Zone, and no charges of any kind shall be im--
posed by the suthorities of the Republic of Panama upon persons in
the service of the United States of America or residing in the Canal
Zone passin from the Canal Zone into territory under the jurisdiction
of the Republic of Panama, all other persons passing from the Canal
Zone into territory under the jurisdiction of the Republic of Panama.

being subject to the full effects of the iminigration laws of the Republic..

In view of the fact that the Canal Zone divides th i ~
the jurisdiction of the Republic of Panama, the Unitet; é::?et:;}vmiﬁ
ica agrees that, subject to such police regulations as circumstances.
may require, Panamanian citizens who may ocasionally be deported
from the Canal Zone shall be assured transit through the said Zone,

in order to pass from one part to another of th .
jurisdiction of the Republig of Panamng, e o\ ® t!.a'mtory under the
’ . v
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ArticLE V

Article IX of the Convention of November 18, 1903, is hereby

su%?rseded. . . ]

he Republic of Panama has the right to impose upon merchandise
destined to be introduced for use or consumption in territory under
the jurisdiction of the Republic of Panama, and upon vessels touchin,
at Panamanian ports and upon the officers, crew or passengers o
such vessels, the taxes or charges provided by the laws of the Republic
of Panama; it being understood that the Republic of Panama will
continue directly and exclusively to exercise its jurisdiction over the
ports of Panamé and Colén and to operate exclusively with Pana-
manian personnel such facilities as are or may be established therein
by the Republic or by its authority. However, the Republic of
Panama shall not impose or collect any charges or taxes upon any
vessel using or passing through the Canal which does not touch at a
port under Panamanian jurisdiction or upon the officers, crew or
passengers of such vessels, unless they enter the Republic; it being
also understood that taxes and charges imposed by the Republic of
Panama upon vessels using or passing through the Canal which touch
at ports under Panamanian jurisdiction, or upon their cargo, officers,
crew or passengers, shall not be higher than those imposed upon
vessels which touch only at ports under Panamanian jurisdiction and
do not transit the Canal, or upon their cargo, officers, crew or
passengers. '

The Republic of Panama also has the right to determine what

ersons or classes of persons arriving at ports of the Canal Zone shall
Be admitted to the Republic of Panama and to determine likewise
what persons or classes of persons arriving at such ports shall be
excluded from admission to the Republic of Panama.

The United States of America will furnish t> the Republic of
Panama free of charge the necessary sites for the establishment of
customhouses in the ports of the Canal Zone for the collection of
duties on importations destined to the Republic and for the exami-
nation of merchandise, baggage and passengers consigned to or bound
for the Republic of Panama, and for the prevention of contraband
trade, it being understood that the collection of duties and the exam-
ination of merchandise and passengers by the agents of the Govern-
ment of the Republic of Panama, in accordance with this provision,
shall take place only in the customhouses to be established by the
Government of the ﬁepublic of Panama as herein provided, and that
the Republic of Panama will exercise exclusive jurisdiction within the
sites on which the customhouses are located so far as concerns the
enforcement of immigration or customs laws of the Republic of
Panama, and over all property therein contained and the personnel
therein employed.

To furtlll)er the effective enforcement of the rights hereinbefore
recognized, the Government of the United States of America agrees
that, for the purpose of obtaining information useful in determuning
whether persons arriving at ports of the Canal Zone and destined to
points within the jurisdiction of the Republic of Panama should be
admitted or excluded from admission into the Republic, the immi-
gration officers of the Republic of Panama shall have the right of free
access to vessels upon their arrival at the Balboa or Cristobal piers
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or wharves with passengers destined for the Republic; and that the
appropriate authorities of the Panama Canal will adopt such adminis-
trative regulations regarding persons entering ports of the Canal Zone
and destined to points within the jurisdiction of the Republic of
Panama as will facilitate the exercise by the authorities of Panama
of their jurisdiction in the manner provided in P aph 4 of this
Article for the purposes stated in Paragraph 3 thereoi

ArticLe VI

The first sentence of Article VII of the Convention of November
18, 1903, is hereby amended so as to omit the following phrase: “or
by the exercise of the right of eminent domain’’.

The third paragraph of article VII of the Convention of November
18, 1903, is hereby abrogated.

ArTticLe VII

Beginning with the annuity payable in 1934 the payments under
Article XIV of the Convention of November 18, 1903, between the
United States of America and the Republic of Panama, shall be four
hundred and thirty thousand Balboas (B/430,000.00) as defined by
the agreement embodied in an exchange of notes of this date. The
United States of America may discharge its obligation with respect
to any such payment, l(lipon payment 1n any coin Or currency, pro-
vided the amount so paid is the equivalent of four hundred and thirty
thousand Balboas (B/430,000.00) as so defined.

ArticLE VIII

In order that the city of Colén may enjoy direct means of land
communication under Panamanian jurisdiction with other territory
under jurisdiction of the Republic of Panama, the United States of
America hereby transfers to the Republic of Panama jurisdiction over
a corridor, the exact limits of whiclll) shall be agreed upon and demar-
cated by the two Governments pursuant to the following description:

(a) The end at Colén connects with the southern end of the east
half of the Paseo del Centenario at Sixteenth Street, Colén; thence
the corridor proceeds in a general southerly direction, parallel to and
east of Bolivar Highway to the vicinity of the northern edge of Silver
City; thence eastward near the shore line of Folks River, around the
northeast corner of Silver City; thence in a general southeasterly
direction and generally parallel to the Randolph Road to a crossing
of said Randolph Road, about 1200 feet east of the East Diversion;
thence in a general northeasterly direction to the eastern boundary
line of the Canal Zone near the southeastern corner of the Fort Ran-
dolph Reservation, southwest of Cativa. The approximate route of
the corridor is shown on the map which accompanies this Treaty,
8i, xf:tlib byAthe Plenipotentiaries of the two countries and marked
({3 3 it ”‘

(b) The width of the corridor shall be as follows: 25 feet in width
from the Colén end to a point east of the southern line of Silver City;
thence 100 feet in widti to Randolph Road, except that, at any
elevated crossing which may be built over Randolph Road and the
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railroad, the corridor will be no wider than is necessary to include the
viaduct and will not include any part of Randolph Road proper, or of
the railroad right of way, and except that, in case of a grade crossin,
over Randolph Road and the railroad, the corridor will be interrupte
by that highway and railroad; thence 200 feet in width to the boundary
line of the Canal Zone. ) ) o

The Government of the United States of America will extinguish
any private titles existing or which may exist in and to the land in-
cluded in the above-described corridor. . L

The stream and drain crossing of any highway built in the
corridor shall not rest,rictdt, d:a water passage to less than the capacity

existing streams an inage. . . )
Ofltw?oeot.her O%nstruction will take place within the corridor than that
relating to the construction of a highway and to the installation of
electric power, telephone and telegraph lines; and the only activities
which will be conducted within the said corridor will be those pertain-
ing to the construction, maintenance and common uses of a highway
and of power and communication lines. ) )

The United States of America shall enjoy at all times the right of
unimpeded transit across the said corridor at any point, and of travel
along the corridor, subject to such traffic r_egu.{atlons a8 may be
established by the Government of the Republic of Panama; and the
Government of the United States of America shall have the right to
such use of the corridor as would be involved in the construction of
connecting or intersecting highways or railroads, overhead and under-

ound power, telephone, telegraph and pipe lines, and additional
E:a.ina.ge channels, on condition that these structures and their use
shall not interfere with the purpose of the corridor as provided herein-

above. ArricLe IX

In order that direct mea.lllls of land comm1:,nicat,io.n,_ t,og]e.ther with
mmodation for the high tension power transmission lines, may
gzcgrovided under jurisd}ilé%ion of the Bnited States of America from
the Madden Dam to the Canal Zone, the Republic of Panama hereby
transfers to the United States of America jurisdiction over a corridor,
the limits of which shall be demarcated by the two Governments pur-
t to the following descriptions:
su‘:&nstrip of land 20(;g ft. in vpridth, extending 62.5 ft. from the center
line of the Madden Road on its eastern boundary and 137.5 ft. from
the center line of the Madden Road on its western boundary, con-
taining an area of 105.8 acres or 42.81 hectares, as shown on the map
which accompanies this Treaty, signed by the Plenipotentiaries of
the two countries and marked “Exhibit B”. .
Beginning at the intersection of the located center line of the
Madden Road and the Canal Zone-Republic of Panama 5-mile
boundary line, said point being located N. 29°20’ W. a distance of
168.04 ft. along said Eoundary ine from boundary monument No. 65,
the geodetic position of boundary monument No. 65 being latitude
N. 9°07’ plus 3,948.8 ft. and longitude 79°37 plus 1,174.6 ft.;
thence N. 43°10’ E. a distance of 541.1 ft. to station 324 plus

06.85 ft.; .
thence on & 3° curve to the left, a distance of 347.2 ft. to station

327 plus 53.9 ft.;
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lot_}xcfance N. 32°45’ E. a distance of 656.8 ft. to station 334 plus
J It
thence on a 3° curve to the left a distance of 455.55 ft. to station
338 plus 66.25 ft.;
thence N. 19°05’ E. a distance of 1,135.70 ft. to station 350
plus 01.95 ft.; ‘
thence on an 8° curve to the left a distance of 650.7 ft. to station
356 plus 52.7 ft.;
88t;1ince N. 32°58" W. a distance of 636.0 ft. to station 362 plus
It
thence on a 10° curve to the right a distance of 227.3 ft. to
station 365 plus 16.0 ft.;
30t5hf;nce N. 10°14’ W. a distance of 314.5 ft. to station 368 plus
Rl
thence on a 5° curve to the left a distance of 178.7 ft. to station
370 plus 09.2 ft.; :
thence N. 19°10’ W. a distance of 4,250.1 ft. to station 412
plus 59.3 ft.;
_ thence on a 5° curve to the right a distance of 720.7 ft. to sta-
tion 419 plus 80.0 ft.; .
44t§1€;nce N. 16°52’ E. a distance of 1,664.3 ft. to station 436 plus
3 1t
thence on a 5° curve to the left a distance of 597.7 ft. to station
442 plus 42.0 ft.;
o té]efnce N. 13°01’ W. a distance of 543.8 ft. to station 447 plus
5.8 ft.;
t}}enc’e on & 5° curve to the right a distance of 770.7 ft. to
station 455 plus 56.5 ft.;
48t_?cta_nce N.25°31’ E. a distance of 1,492.2 ft. to station 470 plus
g1t
thenc’e on a 5° curve to the right- a distance of 808.0 ft. to
station 478 plus 56.7 ft.;
38thfi_nce N. 65°55’ E. a distance of 281.8 ft. to station 481 plus
b ft.;
thence on an 8° curve to the left a distance of 446.4 ft. to station
485 plus 84.9 ft.;
64th(}nce N. 30°12’ E. a distance of 479.6 ft. to station 490 plus
St
thence on a 5° curve to the left a distance of 329.4 ft. to station
493 plus 93.9 ft.;
33t§1€;nce N. 13°44’ E. a distance of 1,639.9 ft. to station 510 plus
8 1t.;
thence on a 5° curve to the left a distance of 832.3 ft. to station
518 plus 66.1 ft.; ;
Ot(l)lfi_nce N. 27°53’ W. a distance of 483.9 ft. to station 523 plus
50.0 ft.; )
thence on an 8° curve to the right a distance of 469.6 ft. to
station 528 plus 19.6 ft.;
17t;1(}nce N. 9°41’ E. a distance of 1,697.6 ft. to station 545 plus
2 1t
) thence on a 10° curve to the left a distance of 451.7 ft. to sta-
tion 549 plus 68.9 ft., which is the point marked Point Z on the
above-mentioned map known as “Exhibit B”.
(All bearings are true bearings.)
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The Government of the Republic of Panama will extinguish any
rivate titles existing or which may exist in and to the land included
m the above-described corridor. : o

The stream and drainage crossings of any highway built in the
corridor shall not restrict the water passage to less than the capacity
of the existing streams and drainage.

No other construction will take place within the corridor than that
relating to the construction of a highway and to the installation of
electric power, telephone and telegraph lines; and the only activities
which will be conducted within the said corridor will be those pertain-
ing to the construction, maintenance and common uses of a highway,
and of power and communication lines, and auxiliary works thereof.

The Republic of Panama shall enjoy at all times the right of un-
impeded transit across the said corridor at any point, and of travel
along the corridor, subject to such traflic regulations as may be estab-
lished by the authorities of the Panama Canal; and the Government
of the Republic of Panama shall have the right to such use of the
corridor as would be involved in the construction of connecting or
intersecting highways or railroads, overhead and underground power,
telephone, telegraph and pipe lines, and additional drainage channels,
on condition that these structures and their use shall not interfere
with the purpose of the corridor as provided hereinabove.

ArricLE X

In case of an international conflagration or the existence of any
threat of aggression which would endanger the security of the Republic
of Panama or the neutrality or security of the Panama Canal, the
Governments of the United States of America and the Republic of
Panama will take such measures of prevention and defense as they
may consider necessary for the protection of their common interests.
Any measures, in safeguarding such interests, which it shall appear
essential to one Government to take, and which may affect the terri-
tory under the jurisdiction of the other Government, will be the
subject of consultation between the two Governments.

ArmicLe X1

The provisions of this Treaty shall not affect the rights and obliga-
tions oF either of the two High Contracting Parties under the treaties
now in force between the two countries, nor be considered as a limi-
tation, definition, restriction or restrictive interpretation of such
riéhts and obligations, but without prejudice to the full force and
effect of any provisions of this Treaty which constitute addition to,
modification or abrogation of, or substitution for the provisions of

previous treaties,
ArticLe XTI

The Jresent Treaty shall be ratified in accordance with the consti-
tutional methods of the High Contracting Parties and shall take effect
immediately on the exchange of ratifications which shall take place
at Washington.
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. IN wirNess WHEREOF, the Plenipotentiaries have signed this Treaty
in duplicate, in the English and Spanish langua.ges,lggth texts being
suthentic, and have hereunto affixed their seals.

DoneE at the city of Washington the second day of March, 1936.

CorpELL Howr  [sEa1)
SuMNER WELLES [sEaL]
R. J. ALraro [sEAL
Narciso Garay [sEaL

AND WEREREAS the said Treaty has been duly ratified on both parts,
and the ratifications of the two Governments were exchanged in the
city of Washington on the twenty-seventh day of July one thousand
nine hundred and thirty-nine;

Now, THEREFORE, be it known that I, Franklin D. Roosevelt
President of the United States of America, have caused the said
Treaty to be made public, to the end that the same and every article
and clause thereof may be observed and fulfilled with good faith by
the United States of America and the citizens thereof.

IN TESTIMONY WHEREOF, I have hereunto set my hand and caused
the Seal of the United States of America to be affixed.

DonE at the city of Washington this twenty-seventh day of July

in the year of our Lord one thousand nine hundred and

[sEAL] thirty-nine and of the Independence of the United States

of America the cne hundred and sixty-fourth.
FrankLIN D RooOSEVELT

By the President:

CorpeLL HoLL
Secretary of State.



APPENDIX C

TREATY OF MUTUAL UNDERSTANDING AND
COOPERATION

Treaty, with memorandum of understandings reached; signed at Panamd,
January 25, 1955; ratification advised the Senate of the United
States of America, July %9, 1955; rati by the President of the
United States ?’ America, August 17, 1955, ratified by Panama,
August 15, 1955; ratifications exchanged at Washington, August 23,
1955; proclaimed by the President of the United States of America,
August 26, 1955; entered into force, August 23, 1955.

By THE PRESIDENT oF THE UNITED STATES OF AMERICA
A PROCLAMATION

WHEREAS a Treatéy of Mutual Understanding and Cooperation
between the United States of America and the Republic of anama,
together with a related Memorandum of Understandings Reached,
was signed at Panamé4 on January 25, 1955;

WaEREAS the texts of the said Treaty and related Memorandum
of Understandings Reached, in the English and Spanish languages,
are word for word as follows: .

TrREATY OF MUTUAL UNDERSTANDING AND COOPERATION BETWEEN
THE UNITED STATES OF AMERICA AND THE REPUBLIC OF PANAMA

The President of the United States of America and the President
of the Republic of Panama, desirous of concluding a treaty further
to demonstrate the mutual understanding and cooperation of the two
countries and to strengthen the bonds of understanding and friendship
between their respective peoples, have appointed for that purpose as
their respective Plenipotentiaries:

The President of the United States of America:

Selden Chapin, Ambassador Extraordinary and Plenipo-
i,aent,mry of the United States of America to the Republic of
anama

The Presix{ent, of the Iﬁpublic of Panama:

Octavio Fabrega, Minister of Foreign Relations of the Republic
of Panama,
who, having communicated to one another their respective full powers,
found in good and due form, and recognizing that neither the provi-
sions of the Convention signed November 18, 1903, nor the General
Treaty signed March 2, 1936, nor the present Treaty may be modified
except by mutual consent, agree upon the following articles:
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ARTICLE 1

Beginning with the first annuity payable after the exchange of
ratifications of the present Treaty, the payments under Article XIV
of the Convention for the Construction of a Ship Canal between the
United States of America and the Republic of Panama, signed Novem-
ber 18, 1903, as amended by Article VII of the General Treaty of
Friendship. and Cooperation, signed March 2, 1936, shall be One
Million Nine Hundred Thirty Thousand and no/100 Balboas (B/1,930,-
000) as defined by the agreement embodied in the exchange of notes
of March 2,'1936, between the Secretary of State of the United States
of America and the Members of the Panamanian Treaty Commission.
The United State of America may discharge its obligation with respect
to any such payment in any coin or currency, provided the amount so
paid 18 the equivalent of One Million Nine Hundred Thirty Thousand
and no/100 ﬁa.lboas (B/1,930,000) as so defined.

On the date of the.first payment under the present Treaty, the
provisions of this Article shaﬁ supersede the provisions of Article VII
of the General Treat,{ signed March 2, 1936. 5

Notwithstanding the provisions of this Article, the High Contract-
ing Parties recognize the absence of any obligation on the part of
eiﬁmer Party to alter the amount of the annuity.

ARTICLE II

(1) Notwithstanding the provisions of Article X of the Convention
signed November 18, 1903, between the United States of America
and the Republic of Panama, the United States of America agrees
that the Republic of Panama may, subject to the provisions of para-

aphs (2) and (3) of this Article, impose taxes upon the income
%irnc uding income from sources within the Canal Zone) of all persons
who are employed in the service of the Canal, the railroad, or auxiliary
works, whether resident within or outside the Canal Zone, except—

(a) members of the Armed Forces of the United States of
America.

(b) citizens of the United States of America, including those
who have dual nationality, and

(c) other individuals who are not citizens of the Republic of
Panama and who reside within the Canal Zone.

(2) It is understood that any tax levied pursuant to paraﬁraph (1)
of this Article shall be imposed on a non-discriminatory basis and
shall in no case be imposed at a rate higher or more burdensome than
that aﬁplicable to income of citizens of the Republic of Panama
generally.

3) Tﬁ'e Republic of Panama agrees not to impose taxes on pensions,
annuities, relief payments, or other similar anment,s, or payments by
way of compensation for injuries or death occurring in connection
with, or incident to, service on the Canal, the railroad, or auxiliary
works paid to or for the benefit of members of the Armed Forces or
citizens of the United States of America or the lawful beneficiaries of
such members or citizens who reside in territory under the jurisdiction
of the Republic of Panama.

The provisions of this Article shall be operative for the taxable
years beginning on or after the first day of January following the
year in which the present Treaty enters into force.
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ARTICLE III

Subject to the provisions of the succeeding paragraphs of this
Article, the Uniteg States of America agrees that the monopoly

anted in perpetuity by the Republic of Panama to the United States
F;r the construction, maintenance and operation of any system of com-
munication by means of canal or railroad across its territory between
the Caribbean Sea and the Pacific Ocean, by Article V of the Conven-
tion signed November 18, 1903, shall be abrogated as of the effective
date of this Treaty in so far as it pertains to the construction, mainte-
nance and operation of any system of trans-Isthmian communication
by railroad within the territory under the jurisdiction of the Republic
o? Panama. ’

Subject to the provisions of the succeeding paragraphs of this
Article, the United States further agrees that the excﬁsive right to
establish roads across the Isthmus of Panama acquired by the United
States as a result of a concessionary contract granted to the Panama
Railroad Company shall be abrogated as of the date of the entry into
force of this Treaty, in so far as the right pertains tov the establishment
of roads within the territory under the jurisdiction of the Republic of
Panama.

In view of the vital interest of both countries in the effective pro-
tection of the Canal, the High Contracting Parties further agree that
such abrogation is subject to the understanding that no system of
inter-oceanic communication within the territory under the jurisdic-
tion of the Republic of Panama by means of railroad or highway may
be financed, constructed, maintained, or operated directly or indirectl
by a third country or nationals thereof, unless in the opinion of bod‘;

igh Contracting Parties such financing, construction, maintenance,
or operation wouﬁd not affect the security of the Canal.

The High Contracting Parties also agree that such abrogation as is
contemplated by this Article shall in no wise affect the maintenance
and operation of the present Panama Railroad in the Canal Zone and
in territory subject to the jurisdiction of the Republic of Panama.

ARTICLE 1V

The second paragraph of Article VII of the Convention signed
November 18, 1903, having to do with the issuance of, complance
with, and enforcement of, sanitary ordinances in the Cities of Panama
and Colén, shall be abrogated in its entirety as of the date of entry
into force of this Treaty.

ARTICLE V

The United States of America agrees that, subject to the enactment
of legislation by the Congress, there shall be conveyed to the Republic
of Panama free of cost all the right, title and interest held by the
United States of America or its agencies in and to certain lands and
improvements in territory under the jurisdiction of the Republic of
Panama when and as determined by the United States to be no longer
needed for the operation, maintenance, sanitation or protection of
the Panama Canal or of its auxiliary works, or for other authorized
purposes of the United States in the Republic of Panama. The lands
and improvements referred to in the preceding sentence and the
determinations by the United States of Kmerica respecting the same,
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subject to the enactment of legislation by the Congress, are designated
and set forth in Item 2 of the Memorandum of Understandings
Reached which bears the same date as this Treaty. The United
States of -America also agrees that, subject to the enactment of
legislation by the Congress, there shall be conveyed to the Republic
of Panama free of cost all its right, title and interest to the land and
improvements in the area known as PAITILILA POINT and that
effective with such conveyance the United States of America shall
relinquish all the rights, power and authority granted to it in such
area under the Convention signed November 18, 1903. The Republic
of Panama agrees to save the Government of the United gtates
harmless from any and all claims which may arise incident to the
conveyance of the area known as PAITILLA POINT to the Republic
of Panama.
ARTICLE VI

Article V of the Boundary Convention, signed September 2, 1914,
between the United States of America and the Republic of Panama,
shall be replaced by the following provisions:

“It is agreed that the I_Pemm,nent. boundary line between the City
of Colén (including the Harbor of Colén, as defined in Article VI of
the Boundary Convention of 1914, and other waters adjacent to the
shores of Colén, and the Canal Zone shall be as follows:

Beginning at an unmarked point called “E”, located on the north-
easterly boundary of the Colén Corridor (at its Colén extremity),
the geodetic position of which, referred to the Panam&-Colén datum
of the Canal Zone triangulation system, is in latitude 9° 21’ N. plus
0.00 feet (0.000 meters) and longitude 79° 54’ W. plus 356.09 feet
(108.536 meters).

Thence from said initial point by metes and bounds:

Due East, 2662.83 feet (811.632 meters), along North latitude
9° 21/ }glus 0.00 feet (0.000 meters); to an unmarked point in
‘Folks River, called “F”, located at longitude 79° 53’ W. plus
3700.00 feet (1127.762 meters);

N. 36° 36’ 30"’ E., 2616.00 feet (797.358 meters), to an un-
marked point in Manzanillo Bay, called “G";

N. 22° 41" 30"’ W., 1192.00 feet (363.322 meters), to an un-
marked point in Manzanillo Bay, called “H”;

N. 56° 49’ 00" W., 777.00 feet (236.830 meters), to an un-
marked (})oint in Manzanillo Bay, called “I";

N. 29° 51’ 00"’ W., 2793.00 feet (851.308 meters), to an un-
marked point in Manzanillo Bay, called “J";

N. 50° 56’ 00"’ W., 3292.00 feet (1003.404 meters), to an
unmarked point in Limon Bay, called “K’’;

S. 56° 06’ 11’7 W., 4258.85 feet (1298.100 meters), to an
unmarked point in Limon Bay, called “L”, which is located on

__the northerly boundary of the Harbor of Colén.

. Thence following the boundary of the Harbor of Colén, as described
in Article VI of the Boundary Convention signed September 2, 1914,
to monument “D’”’, as follows:

N. 78° 30’ 30" W., 2104.73 feet (641.523 meters), on a line to
the light house on Toro Point, to an unmarked point in Limon
Bay, called “M”, located 330 meters or 1082.67 feet easterly and
.at right angles from the centerline of the Panama Canal;
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S. 00° 14’ 50’’ W., 3074.46 feet (937.097 meters), 'a.ra.llel to
and 330 meters or 1082.67 feet easterly from the centerline of the
Panama Canal, to an unmarked point in Limon Bay, called “N”’;

S. 78° 30’ 30"’ E., 3952.97 feet (1204.868 meters), to monument
“D”, which is a concrete monument, located on the easterly shore
of Limon Bay. )

Thence following the boundary between the City of Colén and the
Canal Zone, as described in Article V of the Boundary Convention
signed September 2, 1914, to monument “B’’ as follows:

S. 78° 30" 30" E., 258.65 feet (78.837 meters) through monu-
ments Nos. 28 and 27 which are brass plugs in pavement, to
monument “D”, which is a concrete monument, the distances
being 159.96 feet (48.756 meters), 28.26 feet (8.614 meters), and
70.43 feet (21.467 meters), successively, from beginning of the
course;

N. 74° 17’ 35’ E., 533.60 feet (162.642 meters), along the
centerline of Eleventh Street, throu%h monuments Nos. 26, 25,
24 and 23, which are brass plugs in the pavement, to “C”, which
is an unmarked point beneath the clock pedestal on the centerline
of Bolivar Avenue, the distances being 95.16 feet (29.005 meters),
91.02 feet (27.743 meters), 166.71 feet (50.813 meters), 158.66
feet (48.360 meters) and 22.05 feet (6.721 meters), successively,
from beginning of the course; :

S. 159 58" 00’” E., 965.59 feet (294.312 meters), along the cen-
terline of Bolivar Avenue, through monuments Nos. 22, 21, 20
and 19, which are brass plugs in the pavement, to monument
“B”, which is a brass plug, the distances being 14.35 feet (4.374
meters), 143.13 feet (43.626 meters), 238.77 feet (72.777 meters),
326.77 feet (99.600 meters) and 242.57 feet (73,935 meters),
successively from beginning of the course. (Monument “B" is
the point of beginning referred to in Article I of the Convention
between the United States of America and the Republic of
Panama regarding the Colén Corridor and certain other Corridors
through the Canal Zone, signed at Panami on May 24, 1950.)

Thence following the boundary between the City of Colén and the
Canal Zone, to monument ‘“A”’, as described in Article I of the Corridor
Convention referred to in the next-preceding paragraph: ,

S. 15° 57’ 40" E., 117.10 feet (35.692 meters) along the center-
line of Bolivar Avenue to Monument No. A-8, which is a brass
plug located at the intersection with the centerline of 14th Street
projected westerly, in North latitude 9° 21’ plus 1356.18 feet
-(413.364 meters) and West longitude 79° 54’ plus 1862.57 feet
(567.712 meters) ; : :

N. 73° 59’ 35’ E., 172.12 feet (52.462 meters) along the center-
line of 14th Street to Monument No. A-7, which is a brass g)lu_g
located at the intersection with the line of the west curb of
Boundary Street projected northerly in North latitude 9‘; 21/
plus 1403.64 feet (427.830 meters) and West longitude 79° 54’
plus 1697.12 feet (517.283 meters); )

Southerly along the westerly curb of Boundary Street and its
prolongation to l\ionument No. A4, which is a brass plug located
at the intersection of two curves, in North latitude 9° 21’ plus
833.47 feet (254.042 meters) and West longitude 79° 54’ plus

' 980.94 feet (298.991 meters) (this last mentioned course passes
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through a curve to the left with a radius of 40.8 feet (12.436
meters) and the intersection of its tangents at point A—6 in North
latitude 9° 21’ plus 1306.23 feet (398.140 meters) and West longi-
tude 79° 54’ plus 1669.37 feet (508.825 meters), and a curve to
the right with a radius of 1522 feet (436.907 meters) with the
point of intersection of its tangents at point A-5 in North latitude
9° 21’ plus 958.14 feet (292.042 meters) and West longitude 79°
54’ plus 1105.89 feet (337.076 meters));

Through a curve to the left with a radius of 262.2 feet (79.919
meters) and the intersection of its tangents at point A-3 in North
latitude 9° 21’ plus 769.07 feet (234.413 meters) and West longi-
tude 79° 54’ plus 955.43 feet (291.216 meters); a curve to the
right with a radius of 320.0 feet (97.536 meters) and the inter-
section of its tangents at point A—2 in North latitude 9° 21’ plus
673.38 feet (205.247 meters) and West longitude 79° 54’ plus
836.40 feet (254.935 meters) ; and a curve to the left with a radius
of 2571.5 feet (783.795 meters) and the intersection of its tangents
at point A-1 in North latitude 9° 21’ plus 302.15 feet (92.096
meters) and West longitude 79° 54/ l;])ll;.;s 680.96 feet (207.557
meters) to Monument No. “A”, which is a 1% inch brass plug
located in the old sea wall, in North latitude 9° 21’ plus 45.60
feet (13.899 meters) and West longitude 79° 54’ plus 487.65 feet
(148.636 meters);

S. 21° 34’ 50’ W., 29.19 feet (8.897 meters), to an unmarked
point called #1;

Southeasterly, 23.26 feet (7.090 meters), along a curve to the
left with a radius of 2506.48 feet (791.409 meters) (the chord of
which bears S. 37° 28’ 20" E., 23.26 feet '(7.090 meters) to an
unmarked point called #2, located on the southwesterly boundary
of the Colén Corridor at North latitude 9° 21’ plus 0.00 feet
(0.000 meters).

The directions of the lines refer to the true meridian.

The above-described boundary is as shown on Panama Canal Com-
pany drawing No. 6117-22, entitled “Boundary Line Between the
City of Colén and the Canal Zone”, scale 1 inch to 600 feet, dated
December 23, 1954, prepared for the Canal Zone Government, at-
trached as an annex hereto and forming a part hereof.

Article VIII of the General Treaty signed March 2, 1936, as
amended by Article IIT of the Conventlon between the United States
of America and the Republic of Panama regarding the Colén Corridor
and certain other corridors through the Canal Zone, signed May 24,
1950, is hereby modified by removing from the Colén, or westerly,
end of the Colén Corridor the portion thereof lying north of North
latitude 9° 21’ and incorporating such portion within the boundary of
the City of Colén as described fbove.

This Article shall become effective upon completion of the with-
drawal by the United States of America from the sections of the city
of Colén known as New Cristobal, Colén Beach and the de Lesseps
Area, with the exception of the lots retained for consulate purposes,
except that it shall in no case become effective prior to the exc ange
of the instruments of ratification of this Treaty and the exchange of
instruments of ratification of the Convention signed May 24, 1950,
referred to in the preceding paragraph. :
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ARTICLE VII

The second paragraph of Article VII of the Boundary Convention
signed September 2, 1914, between the United States of America and
the Republic of Panama, shall be abrogated in its entirety as of the
date of entry into force of the present ’Igfeaty. ‘

The landing pier situated in the small cove on the southerly side of
Manzanillo Island, constructed pursuant to provisions contained in
the second paragraph of Article VII of the Boundary Convention of
1914 between the two countries, shall become the property of the
Government of the Republic of Panama as of the date of entry into
force of the present Treaty.

ARTICLE VIII

(a) The Republic of Panama will reserve exclusively for the purpose .

of maneuvers and military training the area described in the maps
(Nos. SGN-7-54 and SGN-8-54, each dated November 17, 1954)
and accompanying descriptions prepared by the Comisién Catastral
of the Republic of Panama, attached as the Annex hereto, and will
permit the United States of America, without cost and free of all
encumbrances, exclusively to utilize said area for the indicated purpose
for a period of fifteen (15) years, subject to extension thereafter as
agreedp by the two Governments. This authorization includes the
free access to, egress from, and movements within and over, said area.
This utilization will not affect the sovereignty of the Republic of
Panama, or the operation of the Constitution and the laws of the
Republic over the mentioned area. .

(%) The United States Armed Forces, the members thereof and their
families actually residing with them, and United States nationals
who, in_an official capacity, are serving with or accompanying the
Armed Forces of the United States and members of their families
actually residing with them will be exempted within the said area from
all taxation by the Republic of Panama or any of its political sub-
divisions,

(¢) Prior to the expiration of the period envisaged in this Article
and within a reasonable timo thereafter the United States shall have
the right to remove from this training and maneuver area, or other-
wise to dispose of, without limitation or restriction all structures,
installations, facilities, equipment and supplies brought into, or con-
structed or erected within this training and maneuver area by or on
behalf of the United States. The Republic of Panama will not be re-
quired to reimburse the United States for any structures, installations,
facilities, equipment and supplies not removed or otherwise disposed
of as provided herein.

(d) The United States shall be under no obligation to restore this
training and meneuver area or the facilities and installations thereon
to their original condition upon the termination of this Article, except
for the landing strip which will be returned in at least as good condition
as that obtaining at the time of coming into effect of this Article.

(e) The provisions of this Article shall in no manner terminate or
modify the provisions concerning the holding of military maneuvers
in the Re uglic of Panama established by the Notes ancillary to the
General Treaty signed March 2, 1936 otK

r er than as provided herein
for this training and maneuver area.
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ARTICLE IX

The Republic of Panama hereby waives the right under Article XIX
of the Convention signed November 18, 1903, to transgtatlon by
railway within the Zone, without paying charges of an d, of per-
sons in the service of the Republic of Panama, or of the police force
charged with the preservation of public orderoutside of the Canal Zone,
as well as of their baggage, munitions of war and supplies.

ARTICLE X

The High Contracting Parties agree that, in the event of the dis-
continuance of the Panama Railroad, and of the construction or com-
letion by the United States of a strategic highway across the Isthmus
ying wholly within the Canal Zone intended primarily for serving the
operation, maintenance, civil government, sanitation and protection
ot the Panama Canal and Canal Zone, and notwithstanding anything
to the contrary in Article VI of the Convention signed November 18,
1903, the United States of America may in its discretion either pro-
hibit or restrict the use, by busses or trucks not at the time engaged
exclusively in the servicing of, or the transportation of supplies to,
installations, fecilities or residents of the Canal Zone, of that portion
of such highway which lies between Mount Hope, Canal Zone and the
intersection of such highway with the Canal Zone section of the
Trans-Isthmian Highway referred to in the Trans-Isthmian Highway
Convention between the United States of America and the Republic
of Panama, signed March 2, 1936.

ARTICLE XI

The Republic of Panamsa agrees, notwithstanding the provisions of
Article III of the General Treaty signed March 2, 1936, that the
United States of America may extend the privilege of Jn_lrchasmg at
post exchanges small items of personal convenience and items neces-
sary for proiessional use, to military personnel of friendly third coun-
tries present in the Zone under auspices of the United States.

ARTICLE XI1

The United States of America agrees that, effective December 31,
1956, there will be excluded from the privilege of making purchases in
the commissaries and other sales stores in the Canal Zone as well as
the privilege of making importations into the Canal Zone all those
persons who are not citizens of the United States of America, except
members of the Armed Forces of the United States, and who do not
actually reside in the Canal Zone but who are included in the cate-
gories, of persons authorized to reside in said Zone; it being understood
nevertheless that all personnel of the agencies of the United States of
America will be permitted under adequate controls to purchase small
articles such as meals, sweets, chewing gum, tobacco and similar
articles near the sites of their jobs. .

The United States of America further agrees that, effective Decem-
ber 31, 1956, and notwithstanding the provisions of the first para-

aph of Article IV of the General Treaty signed March 2, 1936, the

overnment of the Republic of Panama may impose import duties
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and other charges upon goods destined or consigned to persons, other
than citizens o? the %nited States of America, included in class (a) in
Section 2 of Article 111 of said Treaty, who reside or sojourn in terri-
tory under the jurisdiction of the Republic of Panama during the per-
formance of their service with the United States of America or its
agencies, even though such goods are intended for their own use and
benefit.
ARTICLE XIII

The present Treaty shall be subject to ratification and the instru-
ments of ratification shall be exchanged at Washington. It shall
enter into force on the date of the exchange of the instruments of
ratification.

MEMORANDUM OF UNDERSTANDINGS REACHED

In connection with the 1953-1954 negotiations between representa-
tives of the United States of America and the Republic of Panama,
which have resulted in the signature of a Treaty between the two
countries, the following understandings have been reached:

On the part of the United States of America:

1. Legislation will be sought which will authorize each agency of
the United States Government in the Canal Zone to conform its
existing wage practices in the Zone to the following principles:

(a) The basic wage for any given grade level will be the same
for any employee eligible for appointment to the position without
regard to whether he is a citizen of the United States or of the
Republic of Panama. :

(b) In the case of an employee who is & citizen of the United
States, there may be added to the base pay an increment repre-
senting an overseas differential plus an allowance for those
elements, such as taxes, which operate to reduce the disposable
income of such an employee as compared with an employee who
is a resident of the area.

(c) The employee who is & citizen of the United States will
also be eligible for greater annual leave benefits and travel allow-
ances because of the necessity for periodic vacations in the United
States for recuperation purposes and to maintain contact with
the employee’s home environment.

Legislation will be sought to make the Civil Service Retirement Act
uniformly applicable to citizens of the United States and of the
Republic of Eanama employed by the Government of the United
States in the Canal Zone. '

The United States will afford equality of opportunity to citizens of
Panama for employment in all United States Government positions
in the Canal Zone for which they are qualified and in which the employ-
ment of United States citizens is not required, in the judgment of the
United States, for security reasons.

The agencies of the United States Government will evaluate,
classify and title all positions in the Canal Zone without regard to the
nationality of the incumbent ox;groposed incumbent.

Citizens of Panama will be afforded opportunity to pa.rtici%xte in
such training programs as may be conducted for employees by United
States agencies in the Canal Zone.
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2. With reference to that part of Article V of the Treaty signed
today which deals with the conveyance to the Republic of Panama
free of cost of all the right, title and interest held by the United States
of America or its agencies in and to certain lands and improvements
situated in territory under the jurisdiction of the Republic of Panama,
steps will be taken as provided in this Item.

(a) Legislation will be sought to authorize and direct the transfer
to the Republic of Panama of all the right, title and interest held by
the United States or its agencies in or to the following real property:

1. The J. N. Vialette and Huerta de San Doval tracts in the
city of Panam4 and the Aspinwall tract on the Island of Taboga.

2. Las Isletas and Santa Catalina Military Reservations on the
Island of Taboga. This transfer will include the cable rights-of-
way which have a width of 20 feet (6.10 meters) and extend be-
tween the Ancon Cove Military Reservation and the Santa
Catalina Military Reservation, and between the El Vigia Military
Reservation and the Las Isletas Military Reservation.

3. The lot in Colén now reserved for consulate purposes.

4. Certain lands on the westerly shores of the city of Colén
described roughly as extending from the southerly boundary of
the de Lesseps area (4th Street extended) to the Col6n-Canal
Zone boundary and bounded on the east by the east wall of the
old freight house and, below that structure, by a line 25 feet
(7.622 meters) west of the center line of the most westerly rail-
road track. This transfer will include the certain improvements
consisting of the old freight house and Colén Pier Number 3.

(b) Legislation will be sought to authorize and direct the Panama
Canal Company to remove its railway terminal operations from the
city of Panam4 and to transfer to the Republic of Panama free of coast
all of the right, title and interest of the Panama Canal Company in and
to the lands known as the Panama Railroad Yard, including the im-
provements thereon and specifically including the railway passenger
station. This action will also relieve the Government of the Republic
of Panama of its obligation under Point 10 of the General Relations
Agreement between the United States of America and the Republic of
Panama signed May 18, 1942 to make available without cost to the
Government of the United States of America a suitable new site for
such terminal facilities.

(¢) With respect to those areas in the city of Colén known as de
Lessepe, Col6n Beach and New Cristobal (with the exception of two
lots in the de Lesseps area which the United States intends to use for
consulate purposes), legislation will be sought to authorize and direct
the gradual withdrawal from these areas and the conveyance or trans-
fer to the Republic of Panama free of cost of all the right, title and
interest of the United States and of its agency, the Panama Canal
Company, in and to the lands and improvements thereon. Under
this process of gradual withdrawal the United States Government,
and/or its agencies, will not be obligated to install any new structure
in such areas and, as severable parts of the areas cease to be needed,
the lands and improvements would be conveyed or transferred. The
severability of parts of the areas depends upon a number of practical
considerations including those having to do with the present obliga-
tions of the United States, with respect to the subject areas, concern-
ing water and sewerage facilities, street cleaning and pavaing, water
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supply, et cetera, as stipulated in the Instrument of Transfer of Water
and Sewerage Systems, executed between the Governor of the Panama
Canal and the Foreign Minister of Panama on December 28, 1945.

(d) With respect to the railroad passenger station and site in the
city of Colén, legislation will be sought to authorize and direct the
withdrawal from such site and structure at such time as the with-
drawal from the areas known as de Lesseps, Colén Beach and New
Cristobal, contemplated by the next preceding subparagraph, shall
have been fully completed, and the conveyance to the&%{epublic of
Panama free of cost of sall the right, title and interest of the United
States and of its agency, the Panama Canal Company, in and to such
site and structure. However, the railroad tracks and trackage area
in Colén, being required for switching purposes serving the Cristobal
piers, will be retained for such purposes.

(e) All transfers or conveyances of lands and improvements con-
templated by this Item, subject to legislative authorization and direc-
tion, will necessarily be made subject to any leases which may be
outstanding in the respective areas, and will also contain provisions
fully protecting the Government of the United States of America
against any claims by lessees for damages or losses which may arise
as a result of such transfers or conveyances.

(f) The transfers or conveyances contemplated by this Item, sub-
ject to legislative authorization, are in addition to the conveyance of

aitilla Point as specifically covered by Article V of the Treaty signed
t,ocgzy and to the transfer of real property effected by Article VI of
said Treaty. :

3. Articles, materials, and supplies that are mined, produced or
manufactured in the Republic of Panama, when purchased for use in
the Canal Zone, will be exempted from the provisions of the Buy
American Act.

4. Referring to the exchange of notes dated March 2, 1936, accessory
to the General Treaty between the United States of America and the
Republic of Panama signed on that date, relative to the sale to ships
of goods imported into the Canal Zone by the Government of the
United States of America, the United States of America agrees,
effective December 31, 1956, and in benefit of Panamanian commerce,
to withdraw wholly from, and thereafter to refrain from, any such
sales to ships, provided that nothing in this Item shall apply —

(a) to sales to ships operated by or for the account of the
Government of the United States of America,

(b) to the sale of fuel or lubricants, or

(c) to any sale or furnishing of ships stores which is incidental
to the performance of ship repair operations by any agency of
the Government of the United States of America.

5. Legislative authorization and the necessary appropriations will
be sought for the construction of a bridge at Balboa referred to in
Point 4 of the General Relations Agreement of 1942.

6. The United States of America agrees, effective December 31,
1956, to withdraw from persons employed by agencies of the Govern-
ment of the United States of America in the Canal Zone who are not
citizens of the United States of America and who do not actually
reside in said Zone the privilege of availing themselves of services
which are offered within said Zone except tiose which are essential
to health or necessary to permit them to perform their duties.
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7. It is and will continue to be the policy of the Panama Cana

agencies and of the Armed Forces in thg Ca.g’al Zone in making pur3
chases of supplies, materials and equipment, so far as permitted under
United States legislation, to afford to the economy of the Republic
of Panama full opportunity to compete for such business.
. 8. In general connection with the matter of the importation of
items of merchandise for resale in the sales stores in the Canal Zone,
it will be the practice of the agencies concerned to acquire such items
either from United States sources or Panamanian sources unless, in
certain instances, it is not feasible to do so. ’

9. With respect to the manufacture and processing of goods for sale
to or consumption by individuals, now carried on by the Panama
Canal Company, it will be the policy of the United States of America
to terminate such activities whenever and for so long as such goods,
or particular classes thereof, are determined by the Efnited States of
America to be available in the Republic of Panama on a continuing
basis, in satisfactory qualities and quantities, and at reasonable prices.
The United States of America will give prompt consideration to a
request in writing on the part of the Government of Panama concern-
ing the termination of the manufacture or processing of any goods
covered in this Item as to which the Government o% Panama may
consider the criteria specified in this Item to have been met.

10. Prompt consideration will be given to withdrawing from the
handling of commercial cargo for transshipment on (Jgana.l Zone
Plers so soon as Panamanian port facilities are in satisfactory opera-
tion in Colén.

11. The United States agrees that the term “auxiliary works” as
md In the Treaty includes the Armed Forces of the Ul;l{t‘;yed States of -

erica.

On the part of the Republic of Panama:

1. The Republic of Panama will lease to the United States of

erica, free of all cost save for the recited consideration of one
Balboa, for a period of 99 years, two parcels of land contiguous to
the present United States Embassy residence site, as designated on
the sketch (No. SGN-9-54, dated November 19, 1954) and accom-
%anymg descriptions prepared by the Comisién Catastral of the

epublic of Panama, attached hereto.

2. The Republic of Panama assures the United States of America
that the property, shown and described on the attached map (No.
SGN-6-54, dated October 1954) and accompanying description
prepared by the Comisién Catastral of the Republic of Papama, in
Iront of the United States Embassy office building site and between
the Bay of Panama and Avenida Balboa as it may be extended
between 37th and 39th Streets, will be preserved permanently as a
park and not developed for commercial or residential purposes.

3. So long as the United States of America maintains in effect those
provisions of Executive Order No. 6997 of March 25, 1935 overning
the importation of alcoholic beverages into the Canal Zone, the
Republic of Panama will grant a reduction of 75 -percent in the
import duty on alcoholic beverages which are.sold in Panama for
importation into the Canal Zone pursuant to such Executive Order.
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4. In connection with the authorization granted to the United
States of America in Article VIII of the Treaty, the United States shall
have free access to the beach areas contiguous to the maneuver area
described in said Article VIII for purposes connected with trainin
and maneuvers, subject ;.oPt.he public use of said beach as provide

der the Constitution of Panama. .
unThe provisions of this Memorandum of _Understandings Reached
shall enter into force upon the exchange of instruments of ratification
of the Treaty signed this day by the United States of America and the
Republic of Panama.

APPENDIX D

. COMPARISON OF THE RIGHTS AND OBLIGATIONS OF THE UNITED STATES UNDER THE TERMS

OF THE THREE BASIC TREATIES WITH PANAMA

Hav-Bu~Nau-Variua TrEaTY, 1903

RIGHTS BRECEIVED

(1) In perpetuity, to a zone of land and land under
water 10 miles in width and extending 3 miles into the
Caribbean sea and 3 miles into the Pacific ocean, plus
certain small islands in the Bay of Panama, for the
maintenance, operation, sanitation, and protection of a
canal across the Isthmus of Panama.

(2) In perpetuity, the use, occupation, and control of
any other lands and waters outside of the zone which may
be necessary and convenient for the construction, mainte-
nance, operation, sanitation, and protection of the canal.

(3) All the power and authority within the zone and
within the limits of all auxiliary lands and waters which
the United States would possess and exercise if it were
sovereign, to the entire exclusion of the exercise by the
Republic of Panama of any such sovereign rights, power,
or authority.

(4) Al the rights of the New Panama Canal Company
and the Panama Railroad upon purchase of the Com-
pany’s rights, privileges, properties, and concessions.

(5) At all times and at its discretion to use its police
and its land and naval forces or to establish fortifications
for the safety or protection of the canal, or of the ships
that tranait it, or the railways and auxiliary works.’

CONCESSIONS

(1) Guaranteed the independence of the Republic of
Panama. “

(2) Granted the right to have official dispatches of the
Government of Panama transmitted over any telegraph
and_telephone lines established for canal purposes and
used for public and private business at rates not higher
than those required from officials in the service of the
United States. ‘

(3) 310 million in gold coin of the United States and an
annual payment of $250,000, beginning 9 years after the
date of the exchange of ratifications.

(4) Granted the Republic of Panama the right to trans-
port over the canal its vessels and its troops and munitions
of war at all times without paying charges of any kind.
The exemption is extended to the auxiliary railway for
the transportation of persons in the service of the Republic
of Panama, or of the police force charged with the preser-
vation of public order outside of the zone, as well as to
their baggage, munitions of war, and supplies.

(5) United States assumes the costs of damages caused
to owners of private property of any kind by reason of the
grants contained in the treaty or by reason of the opera-
tions of the United States, its agents or employees, or by
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(8) To use the rivers, streams, lakes, and other bodies
of water in the Republic of Panama for navigation, the
supply of water, or water power or other purposes as may

necessary and convenient for the construction, mainte-
nance, operation, sanitation, and protection of the canal.

(7) A monopoly in perpetuity for the construction,
maintenance, and operation of any system of communi-
cation by means of canal or railroad connecting the
Caribbean Sea and the Pacific Ocean across Panamanian
territory.

(8) To acquire in the cities of Panama and Colon, by
purchase or by the exercise of the right of eminent domain,
any lands, buildings, water rights, or other properties
necessary and convenient for the construction, mainte-
nance, tion, and protection of the canal and of any
works :f sanitation, such as the collection and disposition
of sewage and the distribution of water in the said cities
of Panama and Colon, at the discretion of the United
States.

(9) To im%ose and collect water rates and sewerage rates
which shall be sufficient to provide for the payment of
interest and the amortization of the principal of the cost
of such works within a period of fifty years, upon which
time the system of sewers and water works shall revert to
&(li become the properties of the cities of Panama and

on. ’ :

(10) To enforce in perpetuity sanitary ordinances pre-
scribed by the United States in the cities of Panama and
Colon and the territories and harbors adjacent thereto in
case the Republic of Panama should not be, in the judg-
ment of the%nit.ed States, able to maintain such order.

reason of the construction, maintenance, operation,
sanitation, and protection of the canal or of the works of
sanitation and protection provided for in the treaty.

(6) After 50 years, the system of sewers and waterworks
constructed and maintained by the United States shall
revert to and become the properties of the cifies of Panama
and Colon,
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RIGHTS RECEIVED

(11) In perpetuity, to maintain public order in the
cities of Panama and Colon and the territories and harbors
adjacent thereto in case the Republic of Panama should
not be, in the judgment of the United States, able to
maintain such order.

812) To make use of the towns and harbors of Panama
and Colon as places of anchorage, and for making repairs,
for loading, unloading, deposition, or transshipping cargoes
either in transit or destined for the service of the canal
and for other works pertaining to the canal.

..-(13) Freedom from taxation upon the canal, the rail-
ways and auxiliary works, tugs, and other vessels em-
ployed in the service of the canal, storehouses, workshops,
offices, quarters for laborers, factories of all kinds, ware-
houses, wharves, machinery and other works, property
and effects affertairﬁng to the canal or railroad an
suxiliary works, or their officers or employees, situated
withia the cities of Panama and Colon, and freedom {rom
taxation upon officers, emglo ees, laborers, and other
individuals in the service of the canal and railroad and
auxiliary works. : :
. - {14) To imPort at any time into the zone and auxiliary
lands, free of customs duties, imposts, taxes, or other
charges, and without any restrictions, all materials neces-
sary and convenient in the construction, maintenance,
opersation, sanitation, and protection of the canal and all

CONCESSIONS
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visions necesgary and convenient for employees in the
Ple?vice of the United States and their fami.ﬁes.

(15) The right to purchase or lease lands adequate and
necessary for naval or coaling stations on the Pacific coast
and on the western Caribbean coast of the Republic of
Panama at certain points to be agreed upon.

* (1) Jurisdiction of a corridor from Madden Dam to the
Zone.

(2) Unimpeded transit across the Colon corridor (pro-
vided for in the treaty) at any point, and of travel along
the corridor, and to such use of the corridor as would be
involved in the construction of connecting or intersecting

ighways or railroads, overhead and underground power
ephone, telegraph and pipe lines, and additional
drainage channels.

TrEATY OF 1936

(1) Renounces the guarantee of Panamanian independ-
ence.

(2) Renounces the right to expropriate without restric-
tion additional land for canal use. Henceforth, in the
event of some unforeseen contingency, should the utiliza-
tion of lands or waters additional to those already em-
ployed be necessary for the maintenance, sanitation, or
efficient operation of the canal, or for its effective protec-
tion, the two governments will agrée upon such measures
as may be necessary to take. :

(3) Renounces right of “eminent domain’’ in cities of
Panama and Colon. '

(4) Renounces right to intervene to maintain public
order in the cities of Panama and Colon. -

(5) Renounces unlimited rigfl{)t to defond canal. In the
event that the security of the Republic of Panama or the
canal is threatened, the matter will be the subject of con-
sultation between the two governments. ‘

(6) Increases annuity from $250,000 to $430,000. :

{7) Persons not connected with the operation or admin-
istration of the canal are not to rent dwelli in the
Canal Zone belonging to the Government of ?E: United
States or to reside in the zone.



RIGHTS RECEIVED

TreaTy oF 1936—Continued

CONCESSIONS

(8) Sale of goods imported into the zone or purchased,
produced, or manufactured there by the Government of
the United States is limited to persons employed by the
United States in the Canal Zone and members of the
Armed Forces of the United States, and their families.
Contractors operating in the zone and their employees
and persons engaged 1n religious, welfare, charitable, edu-
cational, recreational, and scientific work may purchase
such items only when they actually reside in the zone.

(9) All private business enterprises in the zone, with the
exception of concerns having a direct relation to the oper-
ation, maintenance, sanitation, or protection of the canal,
other than those existing at the time of the signature of
the treaty, are prohibited.

(10) United States extends to merchants residing in
Panama full opportunity for making sales to vessels arriv-
ing at terminal ports of the canal or transiting the canal.

(11) United States will permit vessels entering at or
clearing from ports of the Canal Zone to use and enjoy the
dockage and other facilities of the ports for the purpose of
loading or unloading cargoes and receiving or disembark-
ing passengers to or from territory under the jurisdiction
of the Republic of Panama.

(12) Republic of Panama is given right to collect toils
from merchant ships in the ports of Panama City and
(Colon, even though they later pass through the canal.

(13) United States will furnish to the Republic of
Panama free of charge the necessary sites for the establish-
ment of customhouses in the ports of the Canal Zone for
the collection of duties on importations destined to the
Republic and for the examination of merchandise and
gassengers consigned to or bound for the Republic of

anama. Panama is given exclusive jurisdiction to
enforce the immigration or customs laws of the Republic
of Panama within the sites so provided.

(14) Republic of Panama given right to determine what
persons or classes of persons arriving at ports of the Canal
Zone shall be admitted or excluded from its jurisdiction.
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TrEATY OF 1955

RIGHTS RECEIVED

(1) Exclusive use without cost, for a period of at least
15 years, of a military training and maneuver area (ap-
proximately 19,000 acres) in the Rio Hato region.

(2) Panama waives the right, under article XIX of the
1903 convention, to free transportation over the Panama
Railroad of persons in the service of the Republic of
Panama, or of the police ferce charged with the preserva-
tion of public order outside of the Canal zone, as well as
to their baggage, munitions of war, and supplies.

(3) Panama waives certain treaty rights in order to
enable the United States to prohibit or restrict the use of
a contemplated new strategic highway within the Canal
Zone by commercial transisthmian traffic.

(4) Panama waives certain treaty provisions in order to
enable the United States to extend limited post exchange
privileges to military personnel of friendly foreign coun-
tries visiting the CanaFZone under U.S. auspices.

(5) A lease for a period of 99 years without cost to two
parcels of land contiguous to the U.S. Embassy residence
site in the city of Panama.

(6) Pansma will reserve permanently as a park area
certain land in front of the U.S. Embassy office building
site in the city of Panama.

(7) A reduction of 75 percent in the import duty on
alcoholic beverages which are sold in Panama for importa-
-tion into the Canal Zone.

CONCESSIONS

(1) The annuity is increased from $430,000 to
$1,930,000. .

(2) Subject to certain general conditions, Panama is
enabled to levy income taxes on the following categories
of personnel employed by Canal Zone agencies: (1)
Panaranian citizens irrespective of their place of residence
and (2) citizens of third countries who reside in territory
under the jurisdiction of Panama.

(3) Renounces monopoly with respect to the construc-
tion, maintenance, and operation of transisthmian rail-
roads and highways, with the provision that no system of
interoceanic communication by railroad or highway within
territory under Panamanian jurisdiction may be financed,
constructed, maintained, or operated directly or indirectly
by a third country or nationals thereof unless in the
opinion of both parties such action would not affect the
security of the canal.

(4) Renounces treaty right to prescribe and enforce
sanitary measures in the cities of Panama and Colon.

(6) Certain lands, with improvements thereon, previ-
ously acquired for canal purposes (including Paitilla Point
and the Panama Railroad yard and station in the city of
Panama) but no longer needed for such purposes, are to
be transferred to Panama and there is to be a gradual
transfer to Panama of the New Cristobal, Colon Beach.

and Fort de Lessens areas in Colon, | .
Canal Zone commissary and import privileges of

non-U.S. citizen employees of Canal Zone agencies, except

" members of the Armed Forces of the United States, who

do not reside in the zone are withdrawn,

(7) The U.S. Congress will be requested to enact legis-
lation authorizing establishment of a single basic wage
scale for all United States and Panamanian employees
of the U.S. Government in the Canal Zone and providing
for uniform application of the Civil Service Retirement
Act to citizens of the United States and citizens of Panama
employed by the U.S. Government in the Canal Zone.

(8) The United States will afford equality of oppor-
tunity to citizens of Panama for employment in all U.S.
Government positions in the Canal Zone for which they
are qualified and in which the employment of U.S. citizens
is not required, in the judgment of the United States, for
security reasons.

(9) Citizens of Panama will be afforded opportunity to

articipate in such training programs as may be conducted
or employees by U.S. agencies in the Canal Zone.

(10) Articles, materials, and supplies that are mined,
produced, or manufactured in the IElepublic of Panama,
when purchased for use in the Canal Zone, will be exempted
from the provisions of the Buy American Act.

(11) The U.S. Congress will be requested to enact the
necessary legislation for the construction across the canal
at Balboa of a bridge.



APPENDIX E
Public Law 85-550
85th Congress, S. 1850

July 25, 1958
AN ACT

To implement item 1 of a Memorandum of Understandings attached to the

treaty of January 25, 1955, entered into by the Government of the United
States of America and the Government of the Republic of Panama with respect
to wage and employment practices of the Government of the United States
of America in the Canal Zone.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

FINDINGS

Secriown 1. (a) The Congress of the United States of America liereby

finds that the Government of the United States of America and the
Government of the Republic of Panama on January 25, 1955, entered
into a treaty (known as the Treaty of Mutual Understanding and
Cooperation), to which was attached a Memorandum of Understand-
ings Reached (otherwise referred to as the Memorandum of Under-
standings), signed by such governments on such date.

(b) The Congress further finds that, under such Memorandum of
Understandings, the Government of the United States assumed certain
obligations set forth in item 1 of such Memorandum as follows:

“1. Legislation will be sought which will authorize each agency of
the United States Government in the Canal Zone to conform its
existing wage practices in the Zone to the following principles:

“(a) The basic wage for any given grade level will be the same
for any employee eligible for appointment to the position without
regard to whether he is a citizen of the United States or of the
Republic of Panama. o )

“(b) In the case of an employee who is a citizen of the United
States, there may be added to the base pay an increment repre-
senting an overseas differential plus an allowance for those
elements, such as taxes, which operate to reduce the disposable

income of such an employee as compared with an employee who -

is a resident of the area. ] )
“(¢) The employee who is a citizen of the United States will
also be eligible for greater annual leave benefits and travel allow-
ances because of the necessity for periodic vacations in the United
States for recuperation purposes and to maintain contact with

the employee’s home environment. . ] )

“Legislation will be sought to make the Civil Service Retirement
Act uniformly applicable to citizens of the United States and the
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Republic of Panama employed by the Government of the United
States in the Canal Zone. L

“The United States will afford equality of opportunity to citizens
of Panama for employment in all United States Government posi-
tions in the Canal Zone for which they are qualified and in which the
employment of United States citizens is not required, in the judgment
of the United States, for security reasons.

“The agencies of the United States Government will evaluate, clas-
sify, and title all positions in the Canal Zone without regard to the
nationality of the incumbent or proposed incumbent.

“Citizens of Panama will be afforded opportunity to participate in
such training programs as may be conducted for empl%yees by the
United States agencies in the Canal Zone.”

(¢) The Congreéss further finds that the enactment of legislation
containing a statement of general policies and principles and other
provisions in implementation of item 1 of such Memorandum of Under- -
standings is necessary to the faithful and proper discharge of the obli-
gations assumed by the Government of the United States under such
ltem.

DEFINITIONS

SEc. 2. As used in the following provisions of this Act, the term—
(1) “department’’ means a department, agency, or independent
establishment in the executive branch of the Government of the
United States (including a corporation wholly owned or con-
trolled by the United States) which conducts operations in the
Canal Zone; ‘

(2) “position”” means those duties and responsibilities of a
civilian nature under the jurisdiction of a department (A) which
are performed in the Canal Zone or (B) with respect to which
the exclusion of individuals from the Classification Act of 1949,
as amended, is provided for by section 202(21)(B) of such Act
as amended by section 16 (a) of this Act;

(3) ‘““employee’” means any individual holding a position; and

(4) “continental United States”’ means the several States of the
United States of America existing on the date of enactment of
this Act and the District of Columbia.

GENERAL RULES FOR EMPLOYMENT AND WAGE PRACTICES OF UNITED
STATES GOVERNMENT IN THE CANAL ZONE

Sec. 3. (a) The head of each department is authorized and directed
to conduct the employment and wage practices in the Canal Zone of
such department in accordance with—

(1) the principles established.in item 1 of the Memorandum of
Understandings set forth in section 1(b) of this Act;

(2) the provisions of this Act; o

(3) the regulations promulgated by, or under authority of, the
President of the United States in accordance with this Act; and

(4) provisions of applicable law.

(b) The President is authorized, to the extent he deems appro-
priate—

(1) to exclude any employee or position from this Act or from
any provision of this Act, and
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(2) to extend to any employee, whether or not such employee
is a citizen of the United gtates, the same rights and privileges
as are provided by applicable laws and regulations for citizens
of the United States employed in the competitive civil service of
the Government of the United States.

EMPLOYMENT STANDARDS

Sec. 4. (a) The head of each department shall establish written
standards, in conformity with this Xct, the regulations promulgated
under section 15(b) of this Act, and the Canal Zone Merit System
established under section 10 of this Act, for—

(1) the determination of the qualifications and fitness of em-
ployees and of individuals under consideration for appointment to
positions, and

(2) the selection of individuals for appointment, promotion,
or transfer to positions,

(b) Such standards shall be placed in effect on such date as the
President shall prescribe but not later than the one hundred and
eightieth day foll%wi.ng the date of enactment of this Act.

COMPENSATION

Sec. 5. (a) The head of each department shall establish and may
revise, from time to time, in accordance with this Act, the rates of
basic compensation for positions and employees under his jurisdiction.

(b) Such rates of basic compensation may be established and revised
in relation to the rates of compensation for the same or similar work
performed in the continental United States or in such areas outside
the continental United States as may be designated in regulations
promulgated under section 15(b) of this Aect.

(¢c) The head of each department may grant increases in such rates
of basic compensation in amounts not to exceed the amounts of the
increases granted, froin time to time, by Act of Congress in corre-
sponding rates of compensation in the appropriate schedule or scale of
pay. ’I%Je head of the department concernedp may make such increases
effective as of such date as he may designate but not earlier than
gle effective date of the corresponding increases provided by Act of

ongress.

(d) No rate of basic compensation established under this section
shall exceed by more than 25 per centum, when increased by the
amounts of the allowance and the differential authorized by section 7
of this Act, the rate of basic compensation for the same or similar
work performed in the continental United States by employees of the
Government of the United States.

(e) The initial adjustments in rates of basic compensation under
authority of this section shall be effective on the first day of the first
pay period which begins more than sixty days after the date on which
regulations are promulgated under section 15(b) of this Act.

yr-

UNIFORM APPLICATION OF EMPLOYMENT STANDARDS AND RATES OF
COMPENSATION -

Sec. 6. The employment standards establisbed under section 4 of
this Act and the rates of basic compensation established under section
5 of this Act shall be applied unifornily, within and among all depart-
ments, to the respective positions, employees (other than employees
who are citizens of the United States and are assigned to work in the
Canal Zone on temporary detail), and individuals under considera-
tion for appointment to positions, irrespective of whether the employee
or individual concerned is a citizen of the United States or a citizen
of the Republic of Panama.

ADDITIONAL ALLOWANCE AND DIFFERENTIAL

Sec. 7. (a) Each employee who is a citizen of the United States
shall receive, in addition to basic compensation at the rate established
under section 5 of this Act, such amounts as the head of the depart-
ment concerned may determine to be payable, as follows:

(1) an allowance for taxes which operate to reduce the dispos-
able income of such United States citizen employee in comparison
with the disposable incomes of those employees who are not citi-
zens of the United States; and

(2) an overseas (tropical) differential not in excess of an
amount equal to 25 per centum of the aggregate amount of the
rate of basic compensation established under section 5 of this Act
and the amount of the allowance provided in accordance with

aragraph (1) of this subsection.

(bg) The allowances and differentials provided for by subsection (a)
of this section shall become effective initially on the first day of the
first pay period which begins more than sixty days after the date on
which regulations are promulgated under section 15(b) of this Act.

SECURITY POSITIONS

Sec. 8. Notwithstanding any other provision of this Act but subject
to regulations promulgated under section 15(b) of this Act, the head
of each department may designate any position under his jurisdiction
as a position which for security reasons shall be filled by a citizen of
the United States.

BENEFITS BASED ON COMPENSATION

Skc. 9. For the purposes of determining—

(1) amounts of insurance under the Federal Employees’ Group
Life Insurance Act of 1954, as amended (5 U.S.C, 2091-2103),

(2, amounts of compensation for death or disability under the
Federal Employees’ Compensation Act, as amended (5 U.S.C.
751 et seq.),

(3) amounts of overtime pay or other premium compensation,

(4) benefits under the Civil Service Retirement Act, as amended
(5 U.S.C. 2251~2267),

(5) annual leave benefits, and
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(6) any other benefits which gre related to basic compensation,
the basic compensation of each empleyee who is a citizen of the United
States shall include— . R _ .

(A) the rate of basic compensation for his position estab-
lished in the manner provided by sectior 5 of this Act, and

(B) the amount of the allowance and the differential deter-
mined in the manner provided by section 7 of this Act.

CANAL ZONE MERIT SYSTEM

Sec. 10. (a) There shall be established, in conformity with this Act,
and by regulations promulgated by, or under authority of, the Presi-
dent, a Canal Zone Merit System of selection for appointment, reap-
pointment, reinstatement, reemployment, and retention with respect
to positions, employees, and individuals under consideration for
appointment to positions. .
a'p?b)l'The Camﬁ Zone Merit System, irrespective of whether the
employees or individuals concerned are citizens of the United States
or citizens of the Republic of Panama, shall— o

" (1) be based solely on the merit of the employee or individual
and upon-his qualifications and fitness to hold the position con-~

rned, and

e 2 a’mpply uniformly within and among all departments to
positions, employees, and individuals concerned.

(¢) The Canal Zone Merit System— L

" (1) shall conform generally to policies, principles, and stand-

ards established by or in accordance with the Civil Service Act

of Janu 16, 1883, as amended and supplemented, and
(2) shall include provision for ?gropnate interchange of
citizens of the United States employed by the Government of the

United States between such merit system and the competitive civil
service of the Government of the United States.
(d) The Canal Zone Merit System' shall be placed in effect on such
date as the President shall prescribe but not later than the one hundred
and eightieth day follo ¥ing the date of enactment of this Act.

SALARY PROTECTION IN CONNECTION WITH CONVERSION OF COMPENSA-
TION BASE

Sec. 11. Whenever the rate of basic compensation of an employee
established prior to, on, or after the date of enactment of this Act in
relation to rates of compensation for the same or similar work in the
continental United States is converted on or after the effective date
of the initial adjustments under authority of section 5 of this Act to a
rate of basic compensation established in relation to rates in areas
'other than the continental United States in the manner provided by
sectiori 5(b) of this Act, such employee shall, pending transfer to a
position for which the rate of basic compensation is established in
relation to rates of compensation in the continental United States in
the manner provided by such section 5 (b), continue to receive a rate
of basic compensation not less than the rate of basic compensation to
which he was entitled iinmediately prior to such conversion so long
as he remains in the same position or in'a position of equal or higher
grade.

UNITED STATES-PANAMA RELATIONS

APPEALS

Sec. 12. (a) There shall be established, in conformity with this
Act and by regulations promulgated by, or under authority of, the
President, a Canal Zone Board of Appeals. It shall be the duty of
the Board to review and determinc the appeals of employees in accord-
ance with this section.

(b) The regulations referred to in subsection (a) shall provide for,
in accordance with this Act, the number of members of the Board,
the appointment, compensation, and terms of office of such members,
the sclection of a Chairman of the Board, the appointment and com-
pensation of employvecs of the Board, and such other matters as may
be relevant and appropriate.

(¢) Any employece may request at any time that the department in
whiclh he is emploved—

(1) review the classification of his position or the grade or pay
level for his position, or both, and
' (2) revise or adjust such classification, grade, and pay level,
or any of them, as the case may be.
Such request for review and revision or adjustment shall be submitted
aud adjudicated in accordance with the regularly established appeals
procedure of such department.

(d) Each employee shall have the right to appeal to the Board
from an adverse determination made under subsection (c) of this
section. Such appeal shall be made in writing within a reasonable
time, as prescribed in regulations romulgated by, or under authority
of, the President, after the date otp the transmittal by the department
to the employee of written notice of such adverse determination.

(e) The Board, in its discretion, may authorize, in connection with
an appeal under subsection (d) of this section, a personal appearance
before the Board by such employee, or by his representative esignated
for such purpose.

(f) After investigation and consideration of the evidence submitted,
the Board shall—

(1) prepare a written decision on each such appeal,

(2) transmit its decision to the department concerned, and

(3) transmit copies of such decision to the employee concerned
or to his designated representative.

(g) The decision of the Board on any question or other matter
relating to any such appeal shall be final and conclusive. It shall be
mandatory on the department concerned to take action in accordance
with the decision of the Board.

CIVIL SERVICE RETIREMENT COVERAGE

Sec. 13. (a) Effective on and after the first day of the first pay period
which begins in the third calendar month following the calendar
month in which this Act is enacted—

(1) the Act of July 8, 1937 (50 Stat. 478; 68 Stat. 17; Public
Numbered 191, Seventy-fifth Congress; Public Law 299, Eighty-
third Congress), shall apply only with respect to those individuals
within the classes of individuals subject to such Act of July 8,
1937, whose employment shall have been terminated, prior to
such first day of such first pay period, in the manner provided by
the first section of such Act; and



(2) the Civil Service Retirement Act (5 U.S.C. 2251-2267)
shall apply with respect to those mdividuals who are in the service
of the Canal Zone Goverpinent or the Panama Canal Company
and who, except for the dperation of paragraph (1) of this sub-
section, would be within the classes of individuals subject to such
Act of July 8, 1937.

(b) On or before the first day of the first pay period which begins
in the third calendar month following the calendar month in which
this Act is enacted, the Panama Canal Company shall pay, as an
agency contribution, into the civil service retirement and disability
fund created by the Act of May 22, 1920, for each individual—

(1) who is employed, on such first day of such first pay 1period,
by the Cémal Zone Government or by the Panama Canal Com-

any, an
P (2}3 who, by reason of the enactment of this section and the
operation of the Civil Service Retirement Act (5 U.S.C. 2251-
2267), is subject to such Act on and after such first day of such
first pay period,
for service performed by such individual in the employment of—
(A) the Panama Railroad Company during the period
which began on June 29, 1948, and ended on June 30, 1951, or
(B) the Panama Canal (former independent agency), the
Canal Zone Government, or the Panama Canal Company
during the period which began on July 1, 1951, and which
ends (immediately prior to such first day of such first pay
eriod,
an a.mounll equal to the aggregate amount which such individual would
have been required to contribute for retirement purposes if he had been
subject to the Civil Setvice Retirement A¢t during such periods of
service.

(c¢) Nothing contained in this section shall affect—

(1) the rights of any individual existing immediately prior to
such first day of such first pay period above specified, or

(2) the continuing obligations of the Canal Zone Government
and the Panama Canal Company under section 4(a) of the Civil
Service Retirement Act (5 U.S.C. 2254(a)), to reimburse the
civil service retirement and disability fund for Government con-
tributions to such fund covering service performed, on or after
such first day of such first pay period above specified, by the
employees concerned.

PARTICIPATION IN TRAINING PROGRAMS

SEc. 14. Any training program established by a department shall
be applied uniformly to each employee irrespective of whether such
employee is a citizen of the United States or of the Republic of
Panama. Each such employee who is a citizen of the Republic of
Panama shall be afforded opportusity to participate in such training
program on the same basis as that Gpon wﬁich opportunity to partici-
pate in such training program ig-afforded to employees who are citizens
of the United States. .

UNITED STATES-PANAMA RELATIONB .

ADMINISTRATION

Sec. 15. (a) The President shall coordinate the policies and activi-
ties of the respective departments under this Act.

(b) The President is autherized te_premulgate such regulations
as may be necessary and ap%rlgpnate to carry out the provisions and
accomplish the purposes of this Act.

. (c) The President is authorized to delegate any authority vested
in him by this Act and to provide for the redelegation of any such
authority.

CHANGES IN EXISTING LAW

Sec. 16.(a) Paragraph (21) of section 202 of the Classification Act
of 1949, as amended (5 U.S.C. 1082), is amended to read as follows:
“(21) (A) employees of any department who are stationed in
the Canal Zone and (B) upon approval by the Civil Service
Commission of the request of any department which has em-
Eloyees stationed in both the Republic of Panama and the Canal
one, employees of such department who are stationed in the
Republic of Panama;”.

(b) The following provisions of law are hereby repealed:

(1) paragraph (32) of section 202 of the Classification Act of
1949, as amended (5 U.S.C. 1182);

(2) subsection (c) of the first section of the Act of October 25,
1951 (65 Stat. 637);

(3) section 804 of the Postal Field Service Compensation Act
of 1955 (69 Stat. 130; 39 U.S.C. 1034); and

(4) section 404 of the Act of May 27, 19568 (72 Stat. 146;
Public Law 85-426).

(c) Subsections (a) and (b) of this section shall become effective
on the first day of the first gay period which begins more than sixty
days after the date on which regulations are promulgated under sec-
tion 15 (b) of this Act.

APPLICABILITY OF CERTAIN EXISTING LAW

Sec. 17. Nothing contained in this Act shall affect the applicability

of—

(1) 6%1)6 Veterans’ Preference Act of 1944, ag amended (5 U.S.C.
851-869),

(2) section 6 of the Act of August 24, 1912, as amended (5
U.S.C. 652), and

(3) section 23 of the Independent Offices Appropriation Act,
1935 (48 Stat. 522), as amended (5 U.S.C. 673c), or section 205
of the Federal Employees Pay Act of 1945, as amended (5 U.S.C.
913), to those classes of employees within the scope of such
sections 23 and 205 on the date of enactment of this Act.

EFFECTIVE DATES

Sec. 18. Except as otherwise provided in sections 4, 5, 7, 10, 13, and
16 of this Act, this Act shall become effective on the date of its
enactment. AT

Approved July 25, 1958. -



APPENDIX F

PRESS RELEASE ON 9-POINT PROGRAM FOR IMPROVE-
MENT OF RELATIONS BETWEEN THE UNITED STATES
AND PANAMA, APRIL 19, 1960

Tae WaITE HoUSE,
Augusta, Ga.

The President today approved a nine-point program for improve-
ment of relations between the United States and Panama in reference
to operations in the Canal Zone. The program calls for substantial
employee benefits including pay increases and improved housing for
Panamanian employees, the expansion of the apprentice program to
train more Panamanians in skilled trades and support of legislation
to increase the pensions of disabled former employees.

The program also calls for the installation of a new water main to
serve the city of Panama, and a reduction in the rate charged for
water sold to the Government of Panama for distribution within that
country. The President has also directed that jobs in the Canal
Zone be continuously reviewed with a view to employing the maximum
number of Panamanians.

4 Nelarly all of the items in the program will be made effective imme-
iately.

The complete program includes the following points:

1. A 10 }llercent increase in the wage rate schedules of unskilled
and semiskilled employees.

2. The Panama Canal Company’s apprentice program will be
expanded to afford an opportunity to 25 Panamanians each year to
begin 3- and 4-year courses leading to qualification as skilled workmen
in various trades. This is a marked expansion of opportunity for
Panamanians to learn those skills that are useful both in the Canal
Zone and in the Republic of Panama. This program, in implementa-
tion of assurances given in the treaty, will provide to Panamanians
upon graduation access to more positions, the pay rates of which are
based on those in the United States.

3. Substandard housing occupied by Panamanian employees in the
Canal Zone will be replaced by modern construction. Construction
of approximately 500 units of modern rental housing is planned.
Construction of the first houses in the program will be commenced
immediately.

4. The Panama Canal Company will also pursue a course of action
leading to the construction of 500 houses in Panama for sale to Pan-
amanians emploved in the Canal Zone but living in Panama.

5. The Panama Canal Company will proceed with the construction
of a now water main at a cost of $750,000 to supply the rapidly
expanding suburbs of the city of Panama.

6. The Panama Canal Company will also substantially reduce the
rate at which water is sold to the Government of Panama for distribu-
tion in the cities of Panama and Colon.
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7. The Panama Canal Company and Canal Zone Government will
upgort legislation now pending in Congress to increase the ratuity
pald to employees who previously were not within the civilg service
retirement system and who were terminated because of physical
disability,

8. Teachers in the Latin American schools in the Canal Zone will
receive a 10-percent pay increase.

9. All agencies in the Canal Zone have been directed by the Presi-
dent to review the list of jobs reserved for citizens of the United States
with a view to placing more Panamanians in skilled and supervisory
positions,

O
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