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For Your Information:

If asked about General Brown'!s comment that Panama's recognition
of Cuba poses a threat to the security of the Canal, you may say
that the negotiations on a treaty with Panama are not completed. -
A final decision on the content of the treaty will be made by the
President with the concurrence of other agencies. Regarding the
statement that diplomatic relations with Cuba affect the security

of the Canal, let me say that Panama's diplomatic relations with
other countries are its own sovereign decisions.
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The Panama Canal -- ‘Since its cpening, the peoples of the world have
loocked on the Panama Canal as an important lifeline of commerce and

international security. It is essential that the Canal remain open

to the ships of all nations on fair terms.

In aquiring the rights to build the Canal, the United States was
granted exclusive control -- the rights which it would possess and
exercise "if it were sovereign" -- over a ten-mile wide strip of
Panamanian territory from the Atlantic to the Pacific. In the

Canal Zone, we enforce U.S. laws, operate commercial enterprises and
control most of the deepwater port facilities that serve Panama.

Over time the nature of the U.S. presence has come to be viewed by
the people of Panama -~ and indeed by most of the rest of the
Hemisphere -- as an infringement upon their national sovereignty
anéﬂ?heir principal resource -- their country's strategic locatigﬁ}
Clearly both Panama and the United States have vital interests in
the Canal. The challenge is to reconcile the security needs of the
United States with Panama's national honor and sovereignty.
Negotiations on this problem have gone on intermittently for eleven
vears; in the last year and a half they have moved forward rapidly.
We now believe that an agreement on terms fair to all is possible.

-2 have made progress because each side has recognized the essential
needs and constraints of the other. The United States understands
that a treaty negotiated in 1903 does not meet the regquirements of
1975. We are ready to acknowledge that it is reasonable for Panama
to exercise jurisdiction over its territory and to participate in
the operation and defense of the Canal. We are prepared to modify
arrangements which conflict with Panamanian dignity and self-respect.

In turn we will expect Panama to understand our perspective -- that
the efficient, fair and secure operation of the Canal is a vital
economic and security interest of the United States; that a new
treaty must provide for the operation and defense of the Canal by
the United States for an extended period of time; and that a new
treaty must protect the legitimate interests of our citizens and
property in Panama.

A new treaty-based on these principles will make the United States
and Panama partners in the operation of the Canal, protect the
essential national interests of both, and provide a secure arrange-
ment for the long term.

Serious problems remain to be resolved in the negotiation. But
we are confident that they will be overcome if both parties continue

sl
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8. Sen. Thurmond and others have expressed oppos1hon to a new.

U. S. treaty with Panama. What is the Administration's reaction to
this opposition?

GUIDANCE: As Sec. Kissinger gtated in Houston
Saturday, both the U.S. and Panama have vital interests
in the Canal. The new treaty we are working on with
Panama will, of course, have to take these interests

into account, making us partners in the Canal operation
and providing for a secure arrangement for both countries
over the long term. (Relevant portion of the speech is
attached.) ' -
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April 25, 1975.
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(PANAMA=SEANA L

Q. In view of his Na‘wy League speech emphasizing the need for
an effective Navy, what is the Presidert's position on U, S. interests
in the Panama Canal and its eventual control?

= the efficient, fair and secure operation of the Canal is a vital

economic and security interest of the United States; that a new
treaty must provide for the operation and defense of the Canal
by the United States for an extended period of time; and that

a new treaty must protect the legitimate interests of our citizens
#”

‘and property in Panama.

A new freaty based on thesg principles wil/
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“=hmexnwms,/ the President has no intention ow at;;‘

agreement that would not protect our vital defense interestsgf
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Statement by the Press Spokesman

voting to cut off further funds for negoti'a.tibns with Panama on the -
Canal, Under the Constituion, the President is empowered to
negotiate, through his representatives, and sign treaties with

foreign governments, and to submit them to the Senate for its -
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advice and consent. [ Pregident-deesnot-believe-that
e—of the Hev E erfe 3 er of the gn Hao
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(ﬂf’conclusuons will be submitted to the Congress in accordance with

Hoas<

Constitutional procedures, The President trusts that this ?

action will be remedied before final passage of the legislation.
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COANAMA-CANATL 3

Q. In view of his N:;vy League speech emphasizing the need for
an effective Navy, what is the Presidert's position on U, S, interests
in the Panama Canal and its eventgal control?
A, The President supports the negotiations now underway on the
Canal, As you may recall, Secreta‘ry Kis.singer, in his speech
in Houston addressed the question of our inI‘erest in the Canal,
"We will expect Panama to understand our perspective -- that
’ the efficient, fair and secure operation of the Canal is a vital
economic and security interest of the United States; that a new
treaty must provide for the operation and defense of the Canal
by the United States for an extencied period of time; and that
a new treaty must protect the legitimate interests of our citizens
‘and property in Panama.
| A new treaty based on these principles will make the United
States and Panama partners in the operation of the Canal,
protect the essential national interests of both, and provide a -
secure arrangement for the long term."

In sum, the President has no intention of supporting an

agreement that would not protect our vital defense interests.
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Panama Canal'Guid:in ce

The guidance on Pgnama Canal quegtion as signed off on today

has been scrubbed, State will iss

the following answer in

response to a question which they fook at today's briefing:

Q: What is the reaction to
cutting off funds for the P

e Snyder amendment
ama Canal?

A: We regret this action. [The Senate will consider
it after the Fourth of Julyrecess. We are confident
"the Senate will carefully deliberate the far-reaching
consequences of its move|"

If you get asked the same quesf{ion say that State had the question

this morning and this is what the
to the White House).

said (without attribu_f;ing it
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or with anybody else.

- The President supports the view of these negotiations stated
- y ' . _—
% . -
X , ‘

by Secretary Kissinger, in his speech in Houston in February

" 1974 when he addressed the question of our interest in the

Ed

Pgnama Caﬁal..w-”Wé Qillfexpect~?anamaftc‘ﬁnaérstand‘our §er~tf?
spective »T that the efficient, fair and secure operation of

the Canal is a vital economic and security ianterest of the

United States; that a new treaty must provide for the operation
and defease of the Canal by the United States for an extended
period of time; and that a new treaty must protect the legitimate

interests of ouyr citizens and property in Panama.”
o
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to negotiate, through his representatives, and sign treaties




with foreign governments, and to submit them to the Senate for

its advice and consent,

If and when negotiations are concluded to the President's

- *

satisfaction, the conclusions &E#] be submitted to the Congress
v T
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in accordance with Constitutional procedurasl The President

>

trusts that this House action will be remedied before final
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péssage 6E the legislation.
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July 3, 1975

Margy called and dictated the| following '""Guidance"

In response to questions on the Panama Canal and the status

of our treaty negotiations yqu may say the following:

With regard to the Panama [Canal treaty negotiations, there are
a number of questions which remain at issue between us and the
Panamanians. The talks ate continuing. No decision has been

taken with regard to the timping of signature of an agreement

and its submission to the Sénate, and no such decision is
possible until we are closer to reaching an agreement.

E {
The President continues to believe it will be possible to reach
|

|
an agreement which would accommodate the interests of both

i
t

nations, based on the Stateblent of Principles signed in February
f ‘

{
of 1974. 2

R S

Designed to answer charges that will appear in the story tomorrow.

per Margy
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I have the follow1ng statement to. 1ssue concernlng the

.‘-._ Vo

Panama Canal negotlatlons and the speculation, whlch I under—
stand may appear 1n some newspapers tomorrow, to the effect v

o that the White House has*lost 1nterest_1n concludlng a- treaty

thls year' R e aaRe e P E R

It is difficult to predict when a draft treaty will be.

completed. During the last year there have been significant

S i et e - e

“advances in 1mportant 1ssues, these 1nc1ude Jurlsdlctlon,'

-

the Administration of the Canal and conceptual aspects on - aee

1Protectlon and Defepse of the Canal. But»lt 1s-stlll_necessary
to. negotlate other'-trdamental 1ssues, among them the possmble

expans;on of the Canal, the duratlon of the new treaty and the
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'countrles have agreed to proceed carefully and methodlcally

*-Lbut w1th all dellberate speed.as they move forward 1n th
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~ _negotlatlons. No artxficzal tlme llmlt for the negotlatlon
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they wlll,be able to<eemplete the negetlatlons as promptly
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;has been set. .Both_goyernments are,mofncourse,“hopeful that i‘;:'

dlStrlbutlon QF land and water. The negotlators of both R e



19,1978

PANAMA CANEL ™REATY NEGOTIATIONS

In light of the Snyder Amendment approved by the
House and in light of a newspaper story which says
you plan to postpone conclusions on Panama Canel
Treaty negotiations until after the election for
political reasons, can you tell us the status of
these negotiations and your views on these
negotiations.

As you know, during the last three Administrations.

the United States has been discussing our differences
with Panama over the canel. " There are a number of .
questions which still remain at issue between us

and the Panamanians. The discussions are continuing.
The goal is to reach an agreement which would
accommodate the interests of both nations while
protecting our basic interests in defense and operation
of the canel. Naturally any such agreement we will
reach will be submitted to the full constitutional
process including Senate approval, and we will be
consulting closely with the Congress as the discussions
continue.

There are a number of difficult questions remaining
to be resolved. The President has no intention of
approving or proposing to Congress any agreement
that would not protect our vital defense interests.
with Panama or any one else.
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SECRETARY KISSINGER: The United States signed
about 18 months ago a declaration of principles with the
Government of Panama in}wﬁich we committed ourselves to
continug in good faith thé,negotiations that were started’
in- 1964 looking towards a new arrangement for the Panama
Canal.

The importance of this negotiétion resides in the‘
fact that Panama could become, in certain circumstances, a
focal point for a kind of natipnalistic guerrilla type of

~ operation that we have not yet seen in the Western Hemisphere
directed against the United States and might unify all of
Latin America against the United States. Therefore, the ;
United States has negotiated in good faith to see what can

be achieved that would give the United States a guarantec

with respect to the defense of the Canal and a substantial

period of operation of the Canal, but which would remove
some of the particularly degrading aspects of the present
situation in Panama.

The United States will continuc these negotiations.

We do not yet know whethexr they can be concluded. We will

cach stage and consult intimately with the Congress about

the negotiations. But we are continuing the negotiations.



SNYDER AMENDMENT

Q: Comment on present position of Snyder Amendment.
A: Leaving aside any merits of the question, the Admini- \
stration believes that the Executive Btanch has the clear
constitutional right to negotiate international agreements.

And under the Constitution, the Senate has the right to

give its advice and consent.

But there is no constitutional provmslon for the House of

e

Represen atives to leglslate agalnst the Executive Branch

conductlng negotlatlons.

B

Now, the Administration has not and w11l not proceed in

negotiations over the Panama Canal except with the closest

consultations with the Congress both:

- durlng negotlatlons for an agreement,

- dfter an agreement has been negotlated but before
£ sttt -

ratification.

e e

et v A,,(....W

July 7, 1975
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SHYDER AMENDMENT

I. 7Text of Aamendment to State~-Justice-Cornerce
rY 1976 sppropriations 3ill

“SEC. 104. !lone of the funds appropriated in this
title shall be used for the purposes of negotiating
the surrender or relinguishment of any U.S. rignts
in the Panama {(anal Zone.®
Parliamentary Status

The bill passed by the House, which includes the Snydsr mendment,
is now vending in the Zenate Appropriations Committes. It is unclear
when the Committee will hold mark-up sessions on the legislation,

and thus is is difficult to predict when the bill will be reported out
to the 3Senate floor. (New Hampshire Senzte race is a factor.)' This
might not be until after the Augusi recess.

whazever nappens in Committee, future debate on the Ameadment is ex-
pact2d on the Seznate floor. A Sznate bill, with or without the
Snyder prowision--amended or as is-~would still have to o before a
Senate-House Confarence Commitiee for reconéiliation. of whatever

€is
s &p

i7ferences exist batveen the Senate and HYouse versisns.

IXT, Cevartment Position

We regret this hasty action. Wa are hopeiul that
the Senate will carefully deliberate the far-reaching
censeguences of this acticn. It i3 an attempt to
interfere not only with the ixecutive Branch's foreign
relations responsiblia put also with the 3enate's role
in the treaty ratification process.

The President has the power, uncer the Constitution,
to conduct negotiations with forxreign countries;: the
Congress cannot thwart that power by setiing iimits
and preconditions on the President’'s scope of action.

The Senate - has a proper constitutional role in
treaty matters; to disregard that rols by prejudging
incomplete negotiations circumvents the constitution,
injects the House of Representatives into a »rerogative
resexved ror the Senate, and is ixresponsible by
affording less than a full hearing to matte:rs vitally
important to the United States.
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Panama Q's and A's

Question: What is your reaction to the Snyder Amendment
cutting off funds for Canal treaty negotiations?

Answer: We regret this haoty action. Itgs effcgt hgg; “; LQ

interfere with the executives' foreign l i Q&i_ﬁhﬂ“
bilitv and the role or tae Senate vlel ;10 treatv ratlflca

tion DXOCESS. i

Question: Do you think that this action will stand?

Ansvier:

= e
TS Vi

mesl

R NG

Question: Doesn'’t this action indicate that no treaty
woula ever be accepted by tie Congress?

the House action as a fair

Answer: We do not x s
de regarding the merits of the
:g
<

ga

inaication of its attit
treaty we are “egotlat;
only a few hours after

. The amenament was adopted
ing LntroaGced.

Question: What is the reaction in Panama to this news?

Answer: It is tco socon to xnow what the public reaccion
will pe but the official reaction was one of profound
disappointment. This action plays into the hands of the
extremists.

Question: Can you confirm tie report that Secretary
Nissinger told Senator Goldwater that he realiied che
Senate would not pass a new Canal treaty?

-~

Answer: No, I canaot from any personal knowledge confiiw
that report.
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QUESTION:

ANSWER :

QUESTION:

ANSWER :
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What is the present status of the negotiations?

-- Active negotiations have been in progress
since June 1974.
-- Both governments have been proceeding
deliberately, and—~gatisfactertiy.
Saiigacti,
- Geed progress has been made, although
there are still issues which are unresolved
or remain to be negotiated.
-- Our ability to reach agreement on a draft
treaty will depend on the successful
resolution of these remaining issues.
-- It is, therefore, difficult for the negotiators
to predict when a draft treaty will be peséébie.
Will the negotiations be affected by the Snyder

Amendment?

-- While the Snyder amendment has passed the ﬁouse,
it will not be considered in the Senate until
after the July 4th recess.

-- We are hopeful that the Senate will carefully
deliberate the far recaching consequences of this

action.
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&s}— As for the negotiations, we have been con-
IS

A

sulting with the Senate on any new treaty and
T g

expect that it would be considered on its
S s e
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merits by that bodz as the constitution Rrovides.

QUESTION: What happens if the Senate passes the Snyder Amendment?

.
)

ANSWER :

-- As I indicated earlier, the Senate is

: I constitutionally responsible for ratification
: e

of treaties, and we assume that/would not
B i

want to prejudge. the negotiations before it

can carefully consider the completed treaty.

SRR OIS -
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 as possible.

‘this year:

Gistribution of lanid a2nd water. The negotlators of both ‘ LT ety

: I have the tollow1ng statement to 1ssue concernlng the.
Panama Canal negotlatlons and the speculatlon, which I under-

stand may appear in some newspapers tomorrow, to the effect ~

that the White House.has lost interest in conéludlng_a treaty

+ is dif'fj;coit.:to"ptedié't wheh a draft '&eatf wilr”be'f X
completed [:Eflng the last year there have been significant

=dvances in 1mportap 1ssues, these 1nclude Jurlsdlctlon, ;“ffjdi
the Adnlnwstratlon of the Canal and conceptual aspocts on e el
Protection and Defenss of the Canal. But 1t is still. necessary .i =

to :egotiate other :u::amental issues, among them“the possible

" expansion of the Canal, the duration of the new treaty and tha - .».0
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countriss have agreed to proceed carefully and ma thodlcally

“but with a1l dellbe* peed as they mo&e'forward 1n'the-‘

nagotlat}ons.' Mo artwflc1al tlme llmlt for the negotlatlon

A A Skt 4 Y . -
v e S, et e

has_been'set.§>Both governments are, of course, hopeful that

they will be able to complete the negotiations as promptly
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PANAMA CANEL TREATY NEGOTIATIONS

In light of the Snyder Amendment approved by the
House and in light of a newspaper story which says
you plan to postpone conclusions on Panama Canel
Treaty negotiations until after the election for
political reasons, can you tell us the status of
these negotiations and your views on these
negotiations.

As you know, during the last three Administrations.

the United States has been discussing our differences
with Panama over the canel. "'There are a number of .
questions which still remain at issue between us

and the Panamanians. The discussions are continuing.
The goal is to reach an agreement which would
accommodate the interests of both nations while '
protecting our basic interests in defense and operation
- of the canel. Naturally any such agreement we will
reach will be submitted to the full constitutional
process including Senate approval, and we will be
consulting closely with the Congress as the discussions
continue.

There are a number of difficult questions remaining
to be resolved. The President has no intention of
approving or proposing to Congress any agreement
that would not protect our vital defense interests
with Panama or any one else. :
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"Ye have no information %o su'”*"L51 G
that a member of the vrevious adninistration was a sscred
CIA 'gcn% or indeed any kxind of CIA agent®, nor heve we
hac“d of such information, The gusstions annly to
previous adninistrations. Those questions could best be
addressed to those who were involved in the administrations.

ate the allegation

5
i
?

Wie bl

thie best of our knovleure, and we hove no reason
t0 helieve otherwise, there is no emnloyee working at .the
White House who has, or wno hes had, a CIA connection of
which we are unavare. We have no reason 1o believe that
anyone currently working at the Waite houuo, either as an
emnloyee of the Wnite House or on detalil from another
agency, 1is wur"9551 siously reporting informavion on Vhite
House activities {0 any other govefnment agency.

"I feiled to make clear, in resnonding o cuestions
in this area yesterday, and maybe I shonld have made clear,
that I was speaking up901¢101a11y of the present ¥White
House., I can only speak for this administiration. I don't
want you to think that tnlo auallxlca ;ion I anm mentioning
today means we have discovered fhat any CIA agent infil-
trated the VWnite House in the vpast. Ve have no reason to
believe there ever hes been such an agent, but I vwant to
make clear thot I sveak only for this sdministration and
this Pr~51uent." (ind of statement).
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PRESS OFFICE STATEMENT

Sacretary Kissinger has authorized me to say with
reference to his remarks before the Southern Covernors
last Tuesday on the Panama Canal negotiaticns that they
have been misinterpreted and taken out of context.

He fully supports without reservation the Joint
Statemsnt of Principles which he and Minister Tack
signed on behalf of their respective Governments in
February 1974. The Statement, as you may recall,
calls in part for negotiation of a new, fixed term
treaty, and joint participation by the United States
awd Panama in the protectmon and defense of the canal.

Secretary Kissinger anticipates that while during
the treaty's lifetime the United States will have
primary responsibility for canal defense. Panama will
part1c1pate importantly in thls defense. - .

The Aﬁmlnlstratlon remains firmly committed to
successful conclusion of the negotiatlons. We are
pleased that Arbassador Bunker was able to return to
Panama earlier this month and look forward to a con-
tinuvation of the talks in the same spirit of frankness,

cordiality and common interest which has marked theﬂ
to date.

¥,

. Clearances: )
- JARR - Mr, Rogers
’ 8/AM ~ Amb, Bunker

89/19/75
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THE DEPARTMENT

OF STATE

Nevys Release:

PANAMA AND THE UNITED STATES:
TOWARD A NEW RELATIONSHIP

The following is the text of an address by Elis-
worth Bunker, Ambassador at Large, before the
Rainer Club.

I am happy to be with you this afternoon and
to have this opportunity to speak on the efforts
now underway to create a new relationship be-
tween Panama and the United States.

I know that the arrangements for the future
operation of the Panama Canal are of great interest
to a major maritime city such as Seattle. But there
are broader reasons why negotiations over the

future of the canal should concern Americans. For -

the successful conclusion of a new agreement on
the canal:

e Would demonstrate the possibility, in the
conduct of our foreign relations, of resolving prob-
lems when they are susceptible to accommodation
and compromise, rather than waiting until they
raise the danger of confrontation and possible use
of military force;

e Would provide concrete evidence of our
country’s willingness to move toward a more
mature partnership with Latin America, where we
have often in the past been accused of paternalism
or neglect; and

e Would serve as an example of practical co-
operation between a large and a small country, a
developed and a less-developed country. Such co-
operation is indispensable if we are to achieve what

~ the Secretary of State recently described as the aim

of U.S. foreign policy [March 1, Houston]: “. .. to

PR 284
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Seattle, Wash.

help shape a new structure of international rela-
tions which promotes cooperation rather than
force, negotiation rather than confrontation, and
the positive aspirations of peoples rather than the
accumulation of armg by nations.”

In the past, when serving as a U.S. negotiator,
I have made it a habit to keep my mouth shut
publicly while negotiations were in progress. The
fact that I have decided to discuss today some of
the key issues in the current canal negotiations re-
flects another basic element of this Administra-
tion’s conduct of foreign policy—the awareness
that no foreign policy decision, and particularly no
significant change in foreign policy, can take place
without the advice and consent of Congress and
the informed support of the American people, on
the basis of candid and reasonable public
discussion.

Value of the Canal :
The story begins 72 years ago. In 1903 the
newly independent Republic of Panama granted to
the United States—in the Hay-Bunau-Barilla
Treaty—a strip of its territory 10 miles wide and 50
miles long for the construction, maintenance, oper-
ation, and protection of a canal between the Atlan-
tic and Pacific. Panama also granted to the United
States—in perpetuity—all the rights, power, and

- authority to act within that strip of territery as “if

it were the sovereign.”
That the treaty favored the United States was
acknowledged promptly. John Hay—theh Secretary



of State—told the Senate when it was considering
the treaty for ratification: “We shall have a Treaty
very satisfactory, vastly advantageous to the
United States, and we must confess, not so advan-
tageous to Panama.” Hay added, in writing to Sen-
ator John C. Spooner: “You and I know very well
how many points are in the Treaty to which many
patriotic Panamanians would object.” The Senate
ratified the treaty promptly.

The exploits of Goethals, Gorgas, and Walter
Reed led to a magnificent engineering achievement
which has served us well and of which we are justly
proud. For 60 years world shipping has been served
efficiently and at low tolls. Today the canal,
despite its age, is still of value to the United States.
Economically, we continue to benefit from the
shortened shipping lines and lower transportation
costs it permits. Recent studies have estimated—for
example—that some 9 percent of the total value of
our exports and imports transited the canal in
1972.

However, we must be careful in assessing the
canal’s long-term value. It appears now that trading
patterns are evolving and that alternatives to the
canal have begun to emerge. As canal users take
advantage of these alternatives, it appears likely
that the canal’s value will generally decline relative
to our economy.

Militarily, the canal has also been important
to the United States. Although our largest warships
cannot use the canal now, it clearly enables us to
shorten our supply lines to some areas. Its large
contributions during the Second World War,
Korean war, anl Viet-Nam war have been amply
documented. But, again, we should bear in mind
the canal’s growing vulnerability to hostile attack,
which points to the fact that we should not rely
too heavily on it.

The point that I wish to make is that the
canal’s value—while of continuing importance—is -

probably not as great relatively speaking as in
earlier years. Moreover, our world today is a far
different one than that of 1903. No nation, includ-
ing ours, would accept today a treaty which
permits exercise of rights as if sovereign on a
foreign land in perpetuity. Panama has grown in-
creasingly conscious of the fact that the treaty is
heavily weighted in our favor. Consequently, the
level of its consent to our presence there has—over
the years—persistently declined. And by Panama, I

mean the Panamanian people of all strata—not
simply their governments.

Conditions and Results of 1903 Treaty

Among the aspects of the 1903 treaty which
have caused this decline in consent, Panama cites
the following.

e The United States occupies a strip across the
heartland of its territory—cutting the nation in two
and. curbing the natural growth of its urban areas.

e The United States rules as sovereign over this
strip of Panama’s territory—the Canal Zone.

e It maintains a police force, courts, and jails
to enforce the laws of the United States—not only
upon Americans but upon Panamanians as well.

e It operates, on Panama’s territory, a full-
fledged government—a government which has no
reference to the Government of Panama, its host.

e It operates virtually all commercial enter-
prises within the Canal Zone—and denies to
Panama the jurisdictional rights which would
permit private Panamanian enterprise to compete.

e It controls virtually all the deepwater port
facilities which serve Panama.

e It holds idle large areas of land and water
within the Canal Zone.

e The United States pays Panama but $2.3 mil-
lion annually for the immensely valuable rights it
enjoys on Panamanian territory.

e Finally—and perhaps most importantly—the
United States can do all these things, the treaty
says, forever.

To these conditions Panama objects, saying
that they deprive their country of dignity, of the
ability to develop naturally, and indeed, of full
independence. .

The United States attempted to respond to
some of the Panamanian objections in the past.
Treaty revisions were made in 1936 and 1955. But
the most objectionable feature from Panama’s
viewpoint—U.S. exercise of rights as if sovereign in
the Canal Zone in. perpetuity—has remained
unchanged.

Panamanian frustrations over this state of
affairs, and over the apparent disinclipation of the
United States to alter it, have intensified over the
years. These frustrations culminated in demonstra-
tions and riots in January 1964 when 21 Panamani-



ans and three Americans were killed. Diplomatic
relations were broken. '

Following a major reassessment of our policy
toward Panama, President Johnson; after consulta-
tions with President Truman and President Eisen-
hower, committed us—publicly and with bipartisan
support—to m:'gotia.te~ a wholly new treaty to
replace the old one. President Nixon and President
Ford subsequently renewed that commitment.

Our purpose was and continues to be this—to
lay the foundations for a new, a more modern,
relationship between the two countries.

Without such a changed relationship I believe
it safe to say that Panama’s already low level of
consent to our presence will become lower still. It
will approach zero.

While it is true, of course, that we could at-
tempt to maintain our present position with regard
to the Panama Canal, we would have to do so in an
increasingly hostile atmosphere. In these circum-
stances we would likely find ourselves engaged in
hostilities with an otherwise friendly country—a
conflict that, in my view, the American people
would not long accept. At the same time, we
should bear in mind that the canal is vulnerable to
sabotage and terrorist acts. We would find it diffi-
cult, if not impossible, to keep the canal running
against all-out Panamanian opposition. The prob-
lem, in my opinion, simply will not go away.

Attitudes—not only in Panama but in the
hemisphere at large—have changed. The Latin
American nations have made our handling of the
Panama negotiation a test of our intentions in the
hemisphere. When the Latin American Foreign
Ministers met in Bogota, Colombia, in November
1973 they voted to put the Panama question on
the agenda of the “New Dialogue” proposed by
Secretary Kissinger. In March of this year the Presi-
dents of Colombia, Costa Rica, and Venezuela
publicly expressed their support for Panama’s
cause. More recently, the General Assembly of the
Organization of American States, meeting in Wash-
ington in the last 2 weeks, approved unanimously a
resolution reaffirming their interest in the
negotiation. : i

We no longer can be—nor would we want to
be—the only country in the world exercising extra-
territoriality on the soil of another country. The
evidence, it seems to me, strongly favors some
form of pertnership with Panama. Partnership with

Panama would help the United States preserve

what it needs most respecting the canal. Partner-

ship would provide an environment conducive to

effective operation and defense of the canal by the

United States. It would provide Panama with a

meaningful stake in the operation and defense of
the canal. It would help stimulate the cooperation

and friendship both of thc Panamanian people and

of whatever government exists in Panama at any

given time. :

In short, partnership would mean that the
United States would not have to divert any of its
energies in Panama from the functions required for
the efficient operation of the canal.

U.S. Partnership With Panama

Putting it simply, I believe our interest in
keeping the canal open and operating for our own
strategic and economic purposes is best served by a
partnership agreement for a reasonable additional
period of time. The plain fact of the matter is that
geography, history, and the economic and political
imperatives of our time compel the United States
and Panama to a joint venture in the Panama
Canal.

We must learn to comport ourselves as part-
ners, and friends:

e Preserving what is essential to each;

e Protecting and making more efficient an.
important international line of communication;
and, 1 suggest, '

e Creating an example for the world of a small
nation and a large one working peacefully and
profitably together.

Such a new relationship involves giving up
something of what we now possess. We want to
keep the power but discard what is nonessential to
our purpose in Panama.

Three examples should serve to explain my
meaning.

e First, we will retain control over canal opera-
tions for the duration of the treaty, but Panama
will participate progressively in these operations in

" preparation for its future role.

o Second, we will keep the lafid$ and xilities
we need to control and defend tle canal but 2eturn
what we can do without.



e Third, we will have defense rights but per-
form our defense tasks with Panamanian
‘participation.

Simply stated, we will work together with
Panama, but—for the treaty’s life—we will operate
the canal. We will secure the lands we need by
releasing what we do not need. By having Pana-
manian participation in operation and defense we
will have a more secure canal. In sum, we see a new
treaty as the most practical means for protecting
our interest.

Whereas continuance of the status quo will
lead surely to prolonged problems—possible loss of
what we are trying to preserve—partnership promis-
es a greater assurance of success in achieving our
essential interest—a canal that is open, efficient,
and neutral.

Negotiating a New Treaty

Turning to the negotiations, they have pro-
ceeded step by step during the past 21 months
through three stages.

Stage 1 ended 15 months ago when Secretary
of State Kissinger journeyed to Panama to initial
with the Panamanian Foreign Minister a set of
eight “Principles” to serve as guidelines in working
out the details of a new treaty. Perhaps Gen. Tor-
rijos, the Chief of Government in Panama, best
characterized these principles when he said they
constitute “‘a philosophy of understanding.” Their
essence is that:

e Panama will grant the United States the
- rights, facilities, and lands necessary to continue
operating and defending the canal, and

e The United States will return to Panama ju-

risdiction over its territory and arrange for the par-’

ticipation by Panama in the canal’s operation and
defense.

We have also agreed in the “Principles” that
“the treaty will provide for any expansion of canal
capacity in Panama that may eventually be needed;
that Panama will get a more equitable share of the

benefits resulting from the use of its geographical .

location; and—last, but surely not least—that the
new treaty shall not be in perpetuity but rather for
2 fixed period.

Stage 2 involved the identification of the

major issues under each of the eight principles.
This in turn provided the basis for substantive
discussions.

Stage 3 began last June and continues.

For almost 1 year now we have been discus-
sing—with the helpful cooperation and support of
the Department of Defense—the substantive issues
associated with the Statement of Principles to
which we agreed in February 1974.

We have made significant advances in impor-
tant subjects, including agreements relating to juris-
diction, canal operation, and canal defense.

Resolution of Outstanding Issues

Besides these three issues several other major
elements of a treaty package still require resolu-
tion. They concern:

¢ Increased economic benefits to Panama;

e Som- capability to expand the canal should
we wish to do -o;

o The size the location of the land/water areas
we will need for coutrol of canal operation and
defense; and

e Finally, and perhaps most importantly, the
extent of duration of the treaty period.

I shall comment now on only three of these
questions—economic benefits, land use, and dura-
tion—and then only in a general way. :

On economic benefits—Panama for many
years has complained that it receives a direct an-
nuity of only $2.3 million. It has complained that
the low tolls charged to canal users mean, in effect,
that Panama has been subsidizing world shipping.

Moreover, Panama believes that it can ‘obtain
additional benefits from greater Panamaniamr ex-
ploitation of its geographic position and the pres-
ence of the canal by developing a wide range of
commercial and service activities in the canal area
and by deriving tax revenues from these activi-
ties—something Panama could do once it exercised
jurisdiction over the area. )

For example, Panama says it could develop
certain unused land areas, improve the Atlantic and
Pacific ports by installing larger, more efficient
cranes for handling cargo and developing greater
port facilities, and expand the Colon Free Zone.
Already Panama has plans which call for construc-
tion of an oil pipeline which would reduce the cost



— of transporting petroleum across the Isthmus.

The United States agreed in the eight princi-
ples that Panama would receive greater economic
benefits from the operation of the canal.

As for the issue of land use—that is, the land
and water areas that the United States will need to
continue to operate and defend the canal—it is not
easily susceptible to rapid resolution.

Panama wishes to recover sizable land and
water areas—especially those adjacent to its urban
centers—that are now under U.S. jurisdiction and
would be the most logical areas for urban
expansion.

For our part we want use—through the life of
the treaty—of those lands and waters that are nec-
essary for the operation and defense of the canal.

The problem will be to ensure that we get
sufficient areas to efficiently perform these func-
tions while at the same time reducing the physical
presence which is so objectionable to Panama.

Closely linked to the question of land use is
the issue of treaty duration. Panama has publicly

said that ‘“‘there is no colonial situation which lasts
for 100 years or a Panamanian who could endure
i :

For the United States, it is difficult to predict
with any accuracy the duration of the canal’s
utility to us. And yet, we believe that the @anal will
have an importance for an extended period of
time.

The agreements we reach on these issues will
determine the final outcome of the negotiation.
For better or worse, they could shape our relation-
ship with Panama—and, indeed, with all Latin
America—over the next decades. Although we have
no fixed timetable, we are proceeding—as I have
said—with all deliberate speed.

Overcoming Misconceptions

There is opposition in both countries. In
Panama some stand ready to challenge any “
render” by their government of aspirations to
immediate control of the canal. ;

Here at home, I recognize that there are some
who hold the view that we should not relinquish
any rights acquired under the 1903 treaty. I under-
~ stand this point of view. But for reasons I have
menuioned I believe it is time for a new relation-
ship. I hope that it will be understood:

o That a new relationship means good foreign
policy and good defense policy;

e That a new relationship based on partnership
is consistent with good business management; and

e That a new relationship signals a new era of
cooperation between the United States and the rest
of the hemisphere.

We need to overcome several mlsconceptlons.
I will mention four.

First, we need to overcome the belief that
sovereignty is essential to our needs. In reality we
have never claimed sovereignty over the Canal
Zone. Under the 1903 treaty we have extensive
rights. ~
The new treaty would grant us continued
rights to operate and defend the canal, but we
would relinquish some rights which we don’t need
to accomplish these missions. Our essential require-
ment is not abstract sovereignty but the specific
rights—accepted by Panama—that give the control
we need. .

Second, we need to overcome the idea that
perpetuity is essential to defense and operation of
the canal. On the contrary U.S. insistence on per-
petual control is likely to create the kind of hostile
environment which will jeopardize our ability to
operate and defend the canal for an extended
period of time. What is required is a relationship
based on mutual respect and dignity.

Third, we must overcome the belief that the
Canal Zone is part of the United States or a U.S.
territory.

* In the 1903 treaty Panama granted us “rights,
power and authority within the zone . . . which the
United States would possess . . . if it were the
sovereign of the territory.” We were not granted
*“‘sovereignty” as such. The United States, for many °
years, has considered the Canal Zone as Panamani-
an territory, albeit under U.S. jurisdiction.

Fourth—and last—we must overcome tre
notion that a new treaty will somehow lead inevita-
bly to the canal’s closure and loss. This concern
appears based upon an erroneous view of the Pana-
manians as well as a lack of knowledge about our
negotiating objectives.

There are still people who believe that Pana-
manians lack the technical aptitude and fhe inclina<
tion to manage the operation of the ¢éhal. These
people ignore the fact that Panamangns already
comprise over three-fourths of the employees of



the canal enterprise. While it is true that many of
these employees have not held ‘supervisory posi-
tions, no one who has been to Panama and seen its
thriving economy can persuasively argue that Pana-
manians—given the proper trzining—would not be
able to keep the canal operating effectively and
efficiently.

Whereas Panama’s participation in the canal’s
operation and defense would increase its stake in
the canal and provide it with a greater incentive to
help us keep the canal open and operating effi-
ciently, adherence to the status quo would more
likely lead to the canal’s closure and loss.

I firmly believe that our most critical proziem
at home 15 not fundamental antipathy to « new
relationship with Panama; it is ignorance of why
the new relationship is needed to protect our inter-
ests. We need a straightforward and productive dia-
logue. Considerable public cducation is needed if a
new treaty is not to be regarded as bad politics
domestically. Debate on an issue of such national
import is not only inevitable but desirable.

After education, dialogue, and debate I
believe that we will emerge with a reasonable and
mutually satisfactory treaty which will be exam-
ined and which will stand on its merits.
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THE UNITED STATES AND LATIN
AMERICA: THE NEW OPPORTUNITY
Secretary Henry AL Kissinger

The Panama Canal.  Since its opening, the
peoples of the world have tooked on the Panama
Canal as an important lifcline of commerce and
imternational sccurity. It is essentiad that the canal
remain open to the ships of all nations on fair
terms.

In acquiring the rights to build the canal, the
United States was granted exclusive control-the
rights which it would possess and excrase *if 1t
were sovercign”—over a 10-mile-wide strip of Panu-
manian territory from the Atlantic to the Pacific.
In the Canal Zone, we enforce U.S. laws, operate
commercial enterprises, and control most of the
deepwater port fuctlities that serve Panama,

Over time the nature of the U.S. presence has
‘come Lo be viewed by the people of Panama—and
indeed by most of the rest ol the hemisphere—as
an infringement upon their national sovereignty
andd their principal resource their country’s sirate-
gic location.

Clearly both Panama aud the United States have
vital interests i the canal. The challenge 1s (o
reconcile the sceurity needs of the United States
with Panama’s national honor and sovereignty.
Negotiations on this problem have gone on inter-
mittently for 11 years; in the fast year and a half
they have moved forward ripidly. We now believe
that an agreement on terms fair to all is possible.

We hve made progress because eacl side has
recognized the essential needs and constraints of
the other. The United States understands that a
treaty negotiated in 1903 does not meet the re-

quurements of 1975, We are ready to acknowledge

that it is reasonable for Panama to cxercise juris-
diction over its teritory and to participate in the
operation and defense of the canal. We are pre-
pared to modify arrangements which conflict with
Panamanian dignity and sell-respect.

In turn we will expect Panama to understand
our perspective—that the cfficient, fair, and secure
operation of the canal is a vital cconomic and
sceurity interest of the United States; that a new
treaty must provide for the operation and defense
of the canal by the United States for an extended
period of time; and that a new’ treaty must protect
the legitimate interests of our citizens and proper-
1y in Panama,

A new treaty based on these principles will
make the United States and Panama partners in
the operation of the canal, protect the essential
national interests of both, and provide a secure
;n‘i';mgémcm for the long term.

Serious problems remain to be resolved in the
negotintion.  But we are conlident that they will
be overcome il both parties continue to display
the seriousness and mutual understanding they
have shown so far.

The Administration has been consulting with
the Congress as our negotiations have proceeded.
We will intensify these consultations and discuss
in detail the arrangements which we envisage. A
new treaty which reflects the advice and consent
ol the Senate and the full support of the Ameri-
can people will be a conerete and significant dem-
onstration that with good will on both sides coop-
crative solutions to the problems of the Western
Hemisphere are possible.
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WHY A NEW CANAL TREATY IS NECESSARY

-- In 1903 the United States and Panama signed a *reaty
which:

- permitted the U.S. to construct, operate, maintain,
and defend the Panama Canél, and uiiﬁﬂu*

Ay oacs /e

- - gave the Unlted States rlghts s ‘if it were the

sovereign" in perpeturgy on Panamanian territory.

-- Today the 1903 Treaty is 72 years old.

- it led to an engineering achievement which has
served us well and of which we are justly proud.

- it also led to a U.S. governmental structure on
Panamanian territory which causes serious offense
to Panama.

—-- The terms of the 1903 Treaty no longer reflect the many

changes that have occurred in Panama, the U.S. and the
world.

-- Today no nation, including ours, could continue to

accept a treaty which-permits the exercise of such
extensive extra-territorial rights in “"perpetuity."

-- Thus, we now seek a new treaty relationship that will

give us the rights we need and will create the cooperative
environment most conducive to continued U.S. operation
and defense of the waterway.

-—- We are negotiating because:

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

- Panama's acceptance of our presence is declining, and
as it declines, our ability to operate and defend the
canal will grow more difficult.
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- We have a bipartisan commitment to negrtiate that
President Johnson made publicly 11 years ago.

- Latin America's strong support for Fanama's aspirations
will create a serious problem in our he mlspherlc
relations without a new treaty.

- We perceive an opportunity that, if lost, may not
emerge again on terms as acceptable as those of the
present moment.

We are negotiating pragmatically, not in a spiriﬁ of
"do goodism."

We believe that future protection and operation of a

vulnerable canal such as the Panama Canal depends not on
sovereignty and not on perpetuity -- but in a practical
sense, on gaining a cooperative environment and removing
the unecessary irritants from our existing relationship.

We are seeking specific treaty rights -- accepted by
Panama that will .

= enable us to operate and defend the Canal for a
reasonably extended period of time, and

- guarantee that our national interest in the canal
will be protected after this period.

We believe that the costs of trying to maintain

the status quo would be unnecessarily large and likely
to lead to confrontation. .

- A new treaty relationship based on the concept of
partnership would give Panamd a tangible stake in
contributing to the effective operation and aefense
of the canal, whereas

e Confrontatlon would risk losing what both we and the
Panamanians want to protect -- a secure and ope- canal.
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In sum, a trsz*y which satisfies the leasitimate
interests of both countries:
- means sound business management
~ represents realistic foreign and defense policy, and

~ signifies an important step toward constructive
relations between the U.S. and the hemisphere.

Active negotiations have been underway since June 1974
and both governments are proceeding deliberately.

~ Progress has been made on some issues, including
Panama's participation in Canal operation and defense
and the rights we need to operate and defend the Canal.

- A number of difficult issues (treaty duration, expan-
sion rights, economic benefits to Panama and definition
of lands and waters required for Canal operation and
defense) are either unresolved or remain to be
negotiated.

Our ability to reach eventual agreement on a draft
treaty will depend on the successful resolution of
remaining issues. We cannot predict at this time when a
draft treaty might be completed.

We hope people will reserve their judgment on the
proposed treaty terms until there is a document which
presents the situation in its entirety.
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News Release: .’

PANAMA CANAL TREATY NEGOTIATIONS:
BACKGROUND AND CURRENT STATUS

Background

The United States and Panama are currently
negotiating 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 territory for the “construc-
tion, maintenance, operation and protection” of
a canal, as well as all the rights, power, and
authority within that zone which the United
States would “possess if it were the sovereign.”
The very favorable terms of the treaty were a
major factor in the U.S. decision to build the
canal in Panama rather than in Nicaragua as
initially planned.

Canal’s Economic -Value

Since its opening in 1914, the canal has pro-
vided benefits to the United States, to Panama,
and to the world. Of the total tonnage that
transits the canal, about 44 percent originates in,

and 22 percent 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 economically important to
Panama, too. More than 30 percent of Panama’s
foreign exchange earnings and nearly 13 percent
of its GNP are directly or indirectly attributed to
the presence of the canal. But those contribu-
tions represent a smaller portion of Panama’s
economy now than they did in years past.

In fact, reliance on the canal by all parties has -

evolved from earlier years. As trading patterns
have changed and world commerce has become
more sophisticated, alternatives to the canal have
begun to emerge. These alternatives include the
use of larger vessels which would bypass the
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Canal, rearrangement of markets and sources,
product exchanges, and partial or complete sub-
stitution of land or air transport for ocean trans-
port. As canal users take advantage of these
alternatives, the canal’s value declines relative to
the economies of the user nations. For the
United States, in particular, a recent study has
shown that the canal’s impact on the domestic
economy is quite small compared to the economy
as a whole.

Panamanian Treaty Concerns

Panama has been dissatisfied with the treaty for
many years. Part of this dissatisfaction has de-
rived from Panama’s interpretation of two aspects
of the situation which resulted in the Treaty of
1903: (1) Panama’s acceptance of unfavorable
treaty terms' due to its dependence upon the
United States to protect its new-found indepen-
dence from Colombia; and (2) Panama’s principal
negotiator was a Frenchman who benefited
considerably when the United States purchased
the private French concession to build a trans-
isthmian canal.

Over the years Panama has also charged that
the United States has unilaterally interpreted the
treaty to Panama’s disadvantage and given Panama
an inadequate share of the benefits from the op-
eration of the waterway. Even more objection-
able in Panama’s view, are the provisions in the
Treaty of 1903 which give to a foreign power in
perpetuity governmental jurisdiction within a
portion of Panamanian territory. Increasingly in
recent years Panama has insisted that U.S. control
over the Canal Zone prevents the country from:
realizing its full economic potentiali

The United States has responded sympathet-
ically to some of these Panamanian' concerns. In
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1905 it recognized Panama’s titular sovereignty
over the Canal Zone. The treaty was revised in
1936, and again in 1955, to provide Panama
with a greater share of the economic benefits of
the canal and to remove certain outdated aspects,
such as the right granted to the United States to
interfere, when it believed necessary, in Panama’s
internal affairs. Despite these modifications, how-
ever, many of the features of the treaty most
objectionable to Panama remain unchanged.

The canal has become the major political issue
in Panama. In recent years the intensification of
Panama’s campaign for more favorable treaty
terms has produced tensions in U.S.-Panamanian
relations. ' In 1964 the death of 20 Panamanians
and 4 Americans brought the Panama Canal issue
to the attention of the United Nations and the
Organization of American States (OAS).

Evaluation of Bilateral Negotiations for a New
Treaty

Following discussion of the issue by the OAS,
the United Nations, and other international agen-
cies after the 1964 riots, the United States and
Panama agreed in 1964 to begin bilateral negotia-
tions for a new treaty. In so doing, the United
States recognized that a comprehensive moderni-
zation of its relationship with Panama correspond-
ed to its long-term national interests and to a
changing international environment.

U.S. officials entered the negotiations in late
1964 with a view to insuring that:

e The canal should continue to be available to

the world’s commercial vessels on an equal
basis at reasonable tolls;

e It should be operated and defended by the
United States for a reasonably extended, but
definite, period of time; and

o It should continue to serve world commerce
efficiently. To this end, the United States
sought the right to provide additional canal
capacity if it is needed.

By 1967, the negotiators of both countries had

prepared three draft treaties. They provided for
operation of the present canal under a joint U.S.-
Panamanian authority; for construction and op-
eration of a sea-level canal under a similar joint
authority; and for U.S. defense of the old and
new canals for the duration of each treaty. Nei--
ther Panama nor the U.S. Government moved to
ratify these treaties, and the new government
headed by General Omar Torrijos, which assumed -
power in October 1968, formally rejected them.
In 1670 the Govermment of Panama requested
the renewal of negotiations and the U.S. agreed.

President Nixon established negotiating objectives
which, although modified by developments, were
similar to those set by President Johnson in 1964.
The objectives and positions of the United States
thus reflect a bipartisan approach to treaty nego-
tiations with Panama. They also are consistent
with the broader policy stated in Secretary
Kissinger’s call in October 1973 for a “new dia-
logue” with our Latin American neighbors, a
policy which President Ford has publicly endorsed.

A Panamanian negotiating team arrived in
Washington in June 1971. Intensive negotiations
during the rest of the year resulted in a U.S.
treaty offer covering most of the issues relevant
to the treaty. The Panamanian negonators carried
the offer to Panama for a review in December
1971. Except for some informal conversations in
March 1972 and an exchange of correspondence
in the fall, the negotiations were not resumed
until December 1972, when a U.S. delegation
traveled to Panama.

U.S. Security Council Action

At Panama’s initiative, the U.N. Security
Council met in Panama City from March 15 to
March 21, 1973. 'In those sessions, Panama criti-
cized the U.S. posture on the canal question and
sought a resolution supporting its position. Thir-
teen nations voted for the resolution; the United
Kingdom abstained. The United States vetoed
the resolution on the grounds that it recognized
Panama’s needs but not those of the United
States; that it was incomplete in its references to
the negotiations; and that it was inappropriate
because the treaty was a bilateral matter under
amicable negotiations. In explaining the U.S.
position, the U.S. Permanent Representative com-
mitted the United States to peaceful adjustment
of its differences with Panama and invited
Panama to continue serious treaty negotiations.

New U.S. Approach

In September 1973 Secretary Kissinger charged
Ambassador at Large Ellsworth Bunker with the
task of renewing discussions with Panamanian
officials for the purpose of arriving at a common
approach to future treaty negotiations. Ambas-
sador Bunker visited Panama from November 26
to December 3, 1973, and again on January 6
and 7, 1974, to discuss with Panamanian Foreign
Minister Juan Antonio Tack general principles
upon which a new treaty might be based. These
discussions resulted in the Statement of Principles
of February 7, 1974 (See p. 3), which has



served as a useful framework for the present
negotiations.

U.S. Treaty Objective

The principal objective of the United States
in the current treaty negotiations is to protect
our basic interests in the Panama Canal. The
U.S. Government is seeking to establish a new and
mutually acceptable relationship between our
two countries whereby the United States will re-
tain essential rights to continue operating and
defending the canal for a reasonably extended
period of time. A new treaty based on partner-
ship with Panama would enable the United States
to devote all its energies to the efficient operation
of the waterway. Moreover, it would provide a

friendly environment in Panama that is most con-

ducive to protecting our vital interests in keeping
the canal open and secure. Such a treaty would
be consistent with good business management,
represent good foreign and defense policy, and
signify a new era of cooperation between the
United States and the rest of the hemisphere.
In recent years Latin American nations have
. made the negotiation of a more equitable canal
treaty with Panama a major hemispheric issue
and a test of U.S. intentions regarding the “new
dialogue.” ; ;

Issues in the Negotiations

In the months following the February 7 signing
of the Statement of Principles, Ambassador
Bunker and Foreign Minister Tack met several
times in Panama and Washington to define the
issues involved in the new treaty arrangement.
After agreement was reached, the negotiators
moved into substantive talks aimed at resolving
these issues.

The United States and Panama have agreed in
principle that the Treaty of 1903 should be re-
placed by a modern treaty that rejects the concept
of perpetuity and accommodates the sovereignty
of Panama with the interests of the United States,
on the understanding that U.S. control and de-
fense of the Panama Canal would continue for a
period of fixed duration. In the context of the
Statement of Principles the issues the two nego-
tiating parties are working to resolve are:

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

2. Operation and Defense: What rights and
arrangements will the United States have to
permut it to continue¢ to operate, maintain, and
defend the canal? What geographic areas will

the United States require to accomplish its
purpose? : '

3. Jurisdiction: What areas 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. Expansion of Capacity: How will the
treaty provide for possible enlargement of canal
capacity ?

5. Participation: How 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 economic benefits to Panama in any new
treaty ?

Current Status of Negotiations

Since June 1974, the talks have been taking
place in a cordial, informal atmosphere. The

U.S. negotiators have been proceeding carefully
and methodically. While there is no fixed time-
table, the negotiators from both countries have
indicated their satisfaction with the progress to
date and are hopeful that both countries can
reach agreement on a draft treaty.

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

Any treaty agreed upon by the negotiators and
approved by the executive branch will be submit-
ted to the U.S. Senate 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 people.

STATEMENT OF PRINCIPLES

Joint Statement by the Honorable Henry A.
Kissinger, Secretary of State of the United
States of America, and His Excellency Juan
Antonio Tack, Minister of Foreign Affairs of
the Republic of Panama, on February 7, 1974
at Panama

The United States of America and the Repub-
lic of Panama have been engaged in negotiations
to conclude an entirely new treaty respecting
the Panama Canal, negotiatidps which were made
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possible by the Joint Declaration between the
- two countries of April 3, 1964, agresd 1o under
the auspices of the Permanent Council of the

Organization of American States acting provision-

+

ally as the Organ of Consultation. Thz new
treaty would abrogate the treaty exising since
1903 and its subsequent amendments, establish-
ing the necessary conditions for a modern rela-
tionship 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 agreement to be reached on a set of fun-
damental principles which will serve to guide the
negotiators in the effort to conclude a just and
equitable treaty eliminating, once and for all, the
causes of conflict 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
will be abrogated by the conclusion of an entirely
new interoceanic canal treaty.

2. The concept of perpetuity will be eliminated.
The new treaty concerning the lock canal shall
have a fixed termination date.

3. Términation of United States jurisdiction
over Panamanian territory shall take place prompt-
ly in accordance with terms specified in the treaty.

4. The Panamanian territory in which the canal
is situated shall be returned to the jurisdiction of
the Republic of Panama. The Republic of Panama,
in its capacity as territorial sovereign, shall grant
to the United States of America, for the duration
of the new interoceanic canal treaty and in accor-

DEPARTMENT OF STATE, US.A.
WASHINGTON, D.C. 20520

dance with what that treaty states, the right to
use the lands, waters and awrspace which may be
necessary for the operation, maintenance, protec-
tion and defense of the canal and the transit of
ships. :

5. The Republic of Panama shall have a just
and equitable share of the benefits denived from
the operation of the canal in its territory. Itis
recognized that the geographic position of its
territory constitutes the principal resource of the
Republic of Panama.

6. The Republic of Panama shall participate
in the administration of the canal, in accordance
with a procedure to be agreed upon in the treaty.
The treaty shall also provide that Panama will
assume total responsibility for the operation of
the canal upon the termination of the treaty. The
Republic of Panama shall grant to the United
States of America the rights necessary to regulate
the transit of ships through the canal and operate,
maintain, protect and defend the canal, and to
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 Sfates of America 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 America and the
Republic of Panama, recognizing the important
services rendered by the interoceanic Panama
Canal to international maritime traffic, and bear-
ing in mind the possibility that the present canal
could become inadequate for said traffic, shall
agree bilaterally on provisions for new projects
which will enlarge canal capacity. Such provi-
sions will be incorporated in the new treaty in ac-
cord with the concepts established in principle 2.
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September 29, 1975

PANAMA -- "ZONIANS'" OPPOSED TO PROSPECTS OF U, S. TREATY

Q. The Washington Post reports today (A-14) that U. S, officials
are having a difficult time persuading Americans living in
the Canal zone that a new U. S. -Panama treaty would be in
their interest.

The President has said that he has no intention of proposing
an agreement that would not protect our vital interests.
How does he reconcile this statement with the views and
concerns of the more than 39, 000 Americans living in the
Canal Zone, some for 2 or 3 generations?

A. The goal of the negotiations on the Panama Canal is to
reach an agreement which would accommeodate the interests
of both nations while protecting our basic interests in the
defense and operation of the Canal. There are a number of
questions remaining to be resolved and the negotiations are
continuing. Naturally, in any agreement concluded, the

QLM& . L .
states of Americans living in the Canal Zone will be

taken into account,
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March 8, 1976/

TORRIJOS THREATS ON THE PANAMA CANAL

L)

General Omar Torryjos has reportedly warned that if
negotiations on turning over the U.S. controlled Panama
Canal to Panama fail, that the Panamanians would have to
resort to the violent stage. How does the U. S, respond to
such threats and is this an indication that the U. S. is dragging
its feet on the negotiations?

First of all, let me just say that these negotiations
have been conducted in a spirit of seriousness and cooperation.
We feel the best way to resolve differences of the kind that
exist is through serious and good faith negotiations with the
parties involved. We feel both countries are dedicated to
resolving the problems in this spirit. The U.S. will continue
to participate in these negotiations with a recognition of
Panama's concerns and a determination to protect our vital

interests in the Canal.
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interests in the Canal.



March 8, 1976 ,

PANAMA CITY ARAMCO MEETING:

Y

BACKGROUND INFORMATION

The meetings going on in Panama City are private. Arrangements
were made by Aramco. While the U.S. Government arranged for security,
it has not had any contact with the Saudi government on the meetings, nor
has the USG had anything to do with the purpose or agenda.

The purpose of the meeting appears to be to discuss arrangements
leading to 100% participation by the Saudis in Aramco. Discussions were
supposed to begin in December following the OPEC Meeting in Vienna,
but the kidnaping incident forced postponement of the meeting.

The first discussions between Saudi Arabia and Aramco began

in 1972 when negotiations for a 25% Saudi participation arrangement were

initiated. 1In 1974, a 60% participation arrangement was discussed,
 followed by the current round of discussions on 100% participation.
These talks are on the technical and financial arrangements, on manage-
ment questions, fees for ongoing services, and on access to oil. The
oil companies are likely to maintain a2 management and servicing role
to continue exploration, facilitate marketing arrangements, and provide
technical expertise.
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4/19/76

PANAMA CANAL NEGOTIATIONS

In Dallas you said that the United States would never give up its
control of the defense or operation of the Panama Canal,  Put
Ambassador Bunker has testified that you instructed him {o
negotiate giving up both the Canal and the Canal Zone, Can you

explain this contradiction?
Let me cxplain what the Panama negotiations are all about,
The original Panarca Canal Treaty has been revised a number
of times to accommodate to changing conditions. The United States
interest has been, and remains, assuring safe passage of ships
through the Canal., A series of developments, cuvlminating in the
deadly riots of 1954, convinced President Johnson that the present
treaty was no longer adequate to preserve U, S, interests in the
Canal and in Latin America. He undertook negotiations in 1964
and they have been continuing with a few interruptions ever since,
The issue involves not just Panama. All of Latin America
feels strongly on this issue, They consider these negotiations
a test of American willingness to deal with Latin America on a
basis of equality and respect,
Our objectives are clear ~- to achieve an agrecment in which
our interests in the defense of the Canal and in its operation are
fully safe-guarded but which will avoid a situation in which all

Latin America will be united against us on that narrow issue,



Such a treaty arrangement rnay not be poési,blaz. And we
will defend our interests in the Panama Canal against all of
Latin America if we must, Dut we owe it o cursclves aud to
our relations with our neighbors to the south {o try to achicve our
objectives in a cooperative manner., That is my policy and I
intend to stick with it,

The United States will not surrender its interests in the
operation and defense of the Canal, We are instead sccoking the
best way to preserve them -- in an atmosphere of partuership
rather than confrontation., Any agrecrncnt negotiated will be
submitted to the Congress for its approval and we continuc to

consult closely with the Congress as negotiations proceed.
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PANAMA CANAL GUIDANCE FOR STATE.

(FYI: This is what State will say. You can refer to them.)
The President is quoted in the Baltimore Sun as having
said that we are going to insist during the duration of
the treaty, that we have the right to operate, maintain
and defend the Canal. Isn't this inconsistent with the
Eight Principles which talk about shared responsibilities?
No, the prime responsibility for these activities will remain
in US hands. I refer you to the sixth of the Eight Principles
which reads in part, " the Re%public of Panama, shall
grant to the United States of America the rights hecessary
to regulate the transit of ships through the Canal and
operate, maintain, protect and defend the Canal and to

undertake any other specific activ_ity related to those

ends as may be agreed upon in the Treaty."



May 11, 1976

PANAMA CANAL: CLEMENTS STATEMENT

Yesterday in Texas, Deputy Secretary Clements said in quoting
the 8 principles governing the new Panama Canal Treaty that
"the new treaty shall be for a fixed period rather than in
perpetuity -- ''(except for the above mentioned defense rights, )"
Is this, in fact, a change in our position on the Canal, or did
Clements err in his statement?

We have said before that the role of the United States in the
Canal after the termination of the treaty is one of the subjects
of negotiation.

Our interest in the Canal is, of course, to make sure,
as Secretary Clements said, thatit 'remains open for the

commerce of the world and that it is efficiently operated on

a non-discriminatory basi s at reasonable prices. "
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PANAMA CANAL EXPFPANSION

REte

Goverpor Reagan bas proposed potting & billion dollays i
the Papnzmanian economny for reconsiructon of the Canal.
Do you have any comiuent on this?

This latesl scheme of my vpponent Tepresents & shaTp furn-
arcond frov: bis previous position of charging give-away to one
of pruposing oue to the tune of as rouch as $2 billion dollars.
He is consisient in one respect however -- in both cases he
sleadfastly refuses o be swayed by facts. Let's tske his lufest
scherne {o expand the GCansd's capacity. Actually ihis ides firsi
surfaced in 1964 when the Congress asked for a study commission
fo be appointed to examine the peed for eapansion of the Canal.
In 19706, that commuission reporied to the President that with
modernization the existing capal was sdeguate and recommended

agsinst its i‘UdﬁSéun. The least expensive option for expansico

set forth in the report involved consiruciicen of 2 third set of

locks and would have ¢ $i.5 pillion in 1970, Thati would be
2% 3 3 s g 32317 o T et ] a - PR SR
likely to be af least §2 billion pow. As people who bave studied

the canszl know, usage of the canal has been decreasing for

several years. So the propossl zo far as I can see i is to
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gpend 52 billion on a pro

The 88th Congress comynisgioned the Afjanfic-Pacific
Inter -Oceanic Study Comumission {o examine expansion of

A o £ A 3 L 3 L B e S P

e -




W e

the present Canal and aslternaie sea-level routes, The least
expensive proposal was to baild a third sct of locks, This
propogal has been frequently supported by Senstor Thurmond
snd Congressmnan Flood, YWhey claimm i1 would not require
Fanama's spproval. The Cooumission, which was beaded by
Texass banker Roberi Andersoen and included Milton Blsenhower
among its members, esbipated in 1970 {hat the third set of
locks would coet $1. 53 billion. That figure would probably
be closer to $2 Lillion today. Itis, furthermore, highly
unlikely that Panama would zgree to the expansion and very
possibly would oppose it, '

R
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Mr. Reagan slso szid that the United Stales guaraniees the
indepemdence of Panama. s ihds correct? -

Upder '%.}‘xa 1902 Treaty the Unlied Siztes commitied itsell tu the
defense of the independence of Panama. However, Mr. Reagan
mey havVe overicoked the fact that this praviss.ic;a wat rescinded
by Article 1 of the 1936 amendment spproved by the Senste of the

United Sintes.

Mr. Reagan bas stzted the mililary piclure in Panamsz is over-
whelmingly in the US favor with },500 men in the Pansmanian
Rational Geard and 20,000 US military. Is this a correct pictare?

Not at all. The Papamanian Naliepal Guard hes spproximaiely

7,000 wen, while our own military force is about 16,000,




The Aflanfic-Pacific Inter~Oceanic Study Commission was established
pursuant (o Public Law §8.609, a3 smended. In its fimal yeport v the
President; dated December 1, 1970, the Commission recommended thai
the existing Canal be modernized to provide it8 mastimuwn potential

transit czpacity but that no addifonzl locks szhould be constructed.
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September 17, 1976

U.S. - PANAMA NEGOTIATIONS

Did the United States Government tell Panama last Spring
that talks would resume in September? Did the United States
Government commit itself to resuming the negotiations
following the Democratic and Republican Conventions?

I would like to emphasize that the United States remains
fully committed to a serious effort to accommodate the mutual
interests and aspirations of both the United States and Panama.
The United States Government has made no commitment to Panama
with respect to the timing of the next round of discussions.
Further, it would be incorrect to suggest that these negotiating
rounds have proceeded according to any fixed schedule planned
in advance. Itis correct, however, that our negotiators did

express to their Panamanian counterparts the personal hope

that they would be in a position to meet in the early autumn.

Did Secretary Kissinger._ tell Ambassador Gonzalez-Revilla
that he hoped that the U.S. negotiators would be able to go
to Panama 'in the first days of October,'?

You should refer to the State Department any questions

regarding the Secretary's conversations with foreign ambassadors.



PANAMA CHARGES ON U.S. INVOLVEMENT

Does the United States have any comment on the communique
issued in Panama today which alleges involvement by U. S.
Government agencies in the recent domestic disturbances
in Panama?

Our Ambassador in Panama in Panama issued the
following statement earlier today which I believe speaks
for itself:

""Neither the United States Government nor any

of its agencies has been involved in any of the

recent disturbances in Panama.

""We regret that unfounded allegations have been
~. made which can only impact unfavorably on the

friendly relations between the United States and

Panama and affect adversely the ongoing nego-

tiations between our two countries.!

There are reports of the arrest by the Government of Panama
of some American soldiers for their alleged involvement in
recent demonstrations. Can you comment on this?

We have been informed by the Pentagon that two members
of the 193rd Infantry Brigade were detained by Panamanian

authorities while they were in Panama City on authorized pass

the night of September 16. I understand that the charge concerns

a rock throwing incident and that they are now in a Panamanian jail.

I refer you to State for any further information that may be available.



December 9, 1976

PANAMA CANAL

IF ASKED

Q: Can you confirm that Ambassador Bunker is about to return
to Panama for another round of negotiations on a new treaty?

A: Yes. The Ambassador expects to leave for Panama next Monday.
Q: How long will the Ambassador stay in Panama?

A: In the past, most visits have lasted about a week.

Q: What are the issues that are scheduled for discussion?

A: No agenda has yet been agreed upon.

Q: Can anything useful be accomplished in the short time left for

the present Administration?

A: Both we and the Panamanians believe so. A number of issues
remain for exploration and discussion. Since the Panamanians
requested this next round, we presume that they will have some
material which they wish to bring to the attention of our negotiators.

Q: Has there been any specific guidance for these negotiations given
by the incoming Administration?

A: Not that I know of. These talks simply reflect our continuing

commitment to negotiations which have been underway, as you

know, for some time.





