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PANAMA CANAL TREATY NEGOTIATIONS:
BACKGROUND AND CURRIENT STATUS

Jackground

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 Panananian territery for theé “construc-
tion, maintcnmnce, operation and protection” of
a canal, as well as all the rights, power, and
authority within that zone which thie United
States would “possess if 1t were the sovereign.”
The very favorable terms of tiie treaty were a
major factor in the U.S. decision to build the
canal in Panama raiher than in Nicaragua as
mitially planned. '

Canal’s Economic -Value

Since its opening in 1914, the canal has pro-
tded benefits to the United States, to Panama,
and to the world. OF7 the total tonnage that Y
transits the canal, about 44 percent originates in,
and 22 percent is destined for, U.S. ports. This
tonnage represents about 16 pricent of the tota
U.S. export and tmport tonnages.

The canal has been economically importunt to
Panama, too. More than 50 percent of Panama’s
of its GNP ure direcily or indirectly attnibuted to
the presence’of the canal. But those contribu-
tons represent a smeiler portion ofePinama’s
cconomy now than they did in years past.

In fact, rehince on the canal by all partics has
evolved from earlier years. As trading patterns
nave chanzed and world commerce has become
more sopiisticated, altermatives to the canal have
begun 1o emerge. These altematives include the

forcign exchange carnings and nearly 13 percent
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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 advantaze of these
alternatives, the canal’s value declines relative to
the economies of the user nations. For the
United Statcs, in particular, a recent study has
shown that the canal’s impaci on the domestic
cconomy is quite small compared to the cconomi:
as a whole.

Panamanian Treaty Concerns .
Panama has been dissatisfied with the treaty &
many veacs. Pavt of this dissatisfaction has de-
rived from Panama’s interpreiztion of two aspect
of the situation which resulted in the Treaty of

'1903: (1) Panema’s acceptance of unfavorable

trezty terms due to its dependence upon the
United States to protect its new-found indepen-
dence Irom Colombia; and (2) Panama’s princip!
negotiator was a Frenchman who bencfited
considcrably when the United States purchased
the private French concession to build a trans-
isthmian canal.

Over the years Panamic has also charged that
the United States has unilaterally interpreted the
treaty to Panama’s disadvantage and given Panias
an inadequate share of the benefits from the op-
eration of the waterway. Even more obiection-
able in Panama’s view, are the provisicns in the
Treaty of 1905 which give to a foreig power
perpetuity governmental jurisdiction within a
portion of Punamanian territory. Increainlyv i
recent years Panama has insisted that U.S, cont
over the Canad Zone prevenrs the country iron,
realizing its full economic potenidal.

The United States has responded sympathet
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1905 it recognized Panama’s tiwlar sovereignty
over the Canal Zone. The treaty was revised in
1936, and again in 1955, to provide Panama
with a greater share of the cconomic benefits of
the canal and to remove certain outdated aspects,
such as the right grante:d to the United States to
interfere, when it belicved nccessary, 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 ycars the m.,ens;fxcanon of
Panama’s campaign for more favorablic 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 atiention of the United Nations and the
Orgzmjzation of Amenican States (OAS).

Ev alu'xtlon of Bxiaterai \*emaatmm for a New
Treaty

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

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

v

o Tiae canal should continue to be

1.1

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

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

o It should continue to serve world commerce
cfficiently. To this end, the United States

~ sought the right to provide addittonal canal
+  capacity if it is needed.

By 1967, the necgotiators of both countries had
prepared three draft treaties. They provided for
op('ra:ion of the present canal under & joint U.S.-
Panamanian authority; for constructicn and op-
eration of a sca-level canal under a siridlar joint
authority; and for U.S. defense of the old and
new canals for the duration of each t:eaty. Nei-
ther Panaina nor the U.S. Governmen: moved to
ratify these wreaties, and the new government
headed by General Omar Tornjos, wir ¢h assumed
power in October 1968, formally rejected them.

In 1970 the Government of Panam:n requested
the renewal of negotiations and the U.S. agreed.

~until December 1572,

President Nixon established negotiating objectives

which, although modified by developments, were
similar to those set by President Johnson in 196,
The objectives and positions of the United Staies
thus reflect a bipartisan approach to tseaty nego-
tiations with Panama. They also are consistent
with the broader policy stated in Secrewary
Kissinger’s call in October 1975 for a “new dia-
logue™ with our Latin Ainerican ncighbors, a
peolicy which President Ford has puohd” endorsed.

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

U.S. Sccurity Council Action

At Panama’s initiative, the U.N. Security
Council mei in Panama City from March 15 to
March 21, 1973, In those sessions, Panama crit-
cized the U.S. posture on the canal quesiion and
sought a resolution supporting its positicn. Thir-
teen nations voted for the resolution; the United
Kingdom abstained. The United States veiosd
‘the rc:,oruuon oih the growads that it recognized
Panama’s needs but not those of the United
Su’lté:‘, titai i was 1;1com'\.sic it its refrrences to
tie negoiiations; and that it was inappropriate
because the treaty was a bilateral matter under
amicable negotiations, In explaining the U.S.
positicn, the U.S. Permanent Representative com-
mitted the United States to pcaccfui adjmtmcnt
of its differences with Panama and iavited i
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 discuwssions with Panamanian
officials for the purpose of arriving at a common
approach to future treaty negotiations. Ambas.
sador Bunker visited Panzma from November 26
to December 3, 1973, and again on I.uum v 6
and 7, 1974, 1o discuss with Panamanian Foielen
Minister Juan Antonio Tack general principles
upon which a new treaty might be based. These
discussions resulted in thie Statement of Principies

of February 7, 1974 (Sce p. 3), which has
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scrved as a useful {ramework for the present
negotiations.

U.S. Treaty Objective

The principal objective of the United States
in the current trcaty negotiations is to protect
our basic interests in the Panama Canal, The
U.8. Government is sceking to establish a new and

“mutually aceeptable relationship. between our

two countrics 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 cnable the United States
to devote all its energies to the efficient operation
of the waterway. Morcover, it would provide a
friendly environment in Panama that is most con-
ducive to protecting our vital interests in keeping

" the canal open and sccure. 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 cquitable canal
treaty with Yanama a In"lj(h hemispheric issue
and a test of U.S. intentions regarding the “new
dialogue.”

Issucs in the Ncgotiations

In the months follovi ing « the February 7 signing
of the Statemeat of Princi ples, Armbassador
Bunker and Foreign Minister Tack met several
tunes in Panama and Washington to define the
issucs volved in the new treaty amrangement.
After agreement was reached, the negotintors
moved into substantive talks aimed at resolving
these issucs.

The United States and Panama have agreed in
principle that the Treaty of 1903 should be re-
placed by a modemn treaty that rcjects the concept
of pexpctuity and accommodates the sovercignty
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
mrmd of fixed duration. In the context of the
Statement of meu,)ks the issucs the two nego-
tiating partics arc working to resolve altes

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

2. Operation and Defense: What rights and
arranzements will the United Statesfhave to
permit it to continue to opcrate, maintain, and
defend the canal? What geographic arcas will

i

i

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 1s 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 exient
will Panama participate in the administration and
dcfense of the canal?

6. Compensation: What will be the form and
level of economic benefits to Panama in any new
treaty ? A

Cuwirent Status of Negotiations

Since June 1574, the talks have been tuking
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 mizht make
affecting the future of the canal will, of course,
be designed to protect U.S. interests. Indeed, a
major reason for negotiatiag a new treaty is to
avert a scrious crisis which would endanger our
interests. o

Any treaty agreed upon by the negotiators and
'q)p*ovuu by the execuiive branch will be subinic
ted to the U.S. Scnate for ratification and sabject
to full constitutional process. Panama, for its
part, has said that it will submit the new wreaty
to a plebiscite to insure that it is acceptable to
the Panamanian people.

STATEMENT OF PRINCIPLES

joh.t Statement by the Honorable Henry Al
Kissinger, Secrctary of State of the Unitad
tates of America, and His E\cd.cncy Juan
Antonio Tack, Minister of Foreign Aflfairs of
the Republic of Panana, on February 7, 1975
at Pananma -

The United States of America and the Reoub-
lic of Panara have been engaged in negotiations
to concide an eatirely new trealy respecting

the Panmaa Canal, negotiations which were muade
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possible by the Joint Declaration between the
two countries of April 3, 196%, agreed to under
the auspices of the Permanent Council of the
Organization of American 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 rcla-
tionship between the two countries based on the
most profound mutual respect.

Since the end of last November, the authorized
represcntatives of the two governments have been
holding important conversations which have per-
mitted agrecement 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 conilict between the two countries.

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

R

~

e

1. The treaty of 1903 and its amendments
will be abrogated by the conclusion of an entirely
new interoceznic canal treaty.

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

- 3. Terminution of United Stdtes jurisdiction
over Panamanian territory shall take pldu; prompt-
}y in accordance with terms SpsClﬁLd in the treaty.

4. th Panamanian territory in which the canal
shall Le returned to the Lwisdiction of
the Republiic of Panwma, The ch ublic of Panama,
" in its capacity as territorial sovereicn, shall erant
to the United States of America, for the duration
of the new interoceanic-canal treaty and in accor-

e e o et S “\-—--w.....l_‘- e
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DEPARTMINT OF STATE, US.A.
WASHIIIGTON, D.C. 283528

dance with what that treaty states, the right to
usc the lands, waters and airspace which may be

necessary for the operation, muintenance, protec-

tion and defense of :.hc cunal and the transit of
Shs'h.

5. The Republic of Panama shall have a Jus.t
and cqmmbk sharc 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 the
-~ Republic of Panama.

6. The Republic of Panama shall pattacxp’uc
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 Amecriza the rights necessary to regulate
the transit of ships through the canal and operate,
noantain, 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 sh'nl participate
with the United States of Az nerica in the pro-
tection and defense of the canal in accordance
with what is agrecd upon in the new treaty.

8. The United States of Anserica and the
chubhc of Panama, recognizing the Important
services rendercd by the mieroceanic Panama.
Cznal to international maurnitime traffic, and bear-
ing in mind the possibility that the present canal
could beconme fnadeguate for said trallic, shall
agiee bliai’cr&iy 0N provisions for ncw projects

“which will enlzig Jge canal capacity. Such provi-

sions will be incorporated in the new treaty in ac-
cord with the concepis established in principle 2.
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The United States and Latin America:
The New Opportunity

The foreign policy of the United States has one overriding goal: -to
help shape a new structure of international relations which promotes
cooperation rather than force; negotiation rather than confrontation;
and the positive aspirations of peoples rather than the accumulation
of arms by nations.

Our relations with the Western Hemisphere are central to this enterprise.
The United States and Latin America were born out of the struggle against
tyranny. Our peoples are bound not only by geography but by the common
heritage of Western civilization. We share a history of mutual support
in times of trouble and the promise of a new world of justice, peace,
fréedom and prosperity. With courage and imagination we now have the
opportunity to make inter-American cooperation a pillar of the global
community which our era demands.

The discovery of America, more than any other single event, ended the
Middle Ages and revolutionized the thought of mankind. It drew man
beyond what had come to seem unchangeable, to a new beginning, an escape
from the burdens of the past, and from history itself.

A Brazilian epic poem of the seventeenth century described the lure
that beckoned the Americas onward:

For further information confact:
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". . . to open new paths never trod, never knoun . . . to push on
despite obstacles through every zone. . ."

With the shield of one ocean at our backs and the dream of another one
before us, hope was always just a little farther along the river, over

the mountains, across the plains and jungles. In the old world a frontier
was a limit; in the New World it was an opportunity.

Today's frontiers are not geographical, but frontiers of human need and
creativity. To conquer them is even more important than the adventures
that shaped our past.

At the heart of our contemporary challenge is a new interdependence, both
hemispheric and global. Until recently, Western Hemisphere economic
relationships were largely based on the exchange of raw materials from
Latin America for finished goods from the United States. Today's inter-
dependence reflects a different balance. The internationalization of
production combines technology, labor and capital across national boundaries.

As a result, the Latin American countries now need access to the US
market to sell their manufactured goods as well as their traditional
exports. And Latin America's markets are becoming as important to our
own continued growth as its raw materials -- as indicated by our trade
surplus last year of $1.2 billion.

As interdependence has grown within the Hemisphere, so have the Hemi-
sphere's links to other parts of the world. Latin America has developed
important trading relationships with other industrial nations and has

come to share certain political perspectives with the Third World.

The United States prizes its traditional alliances with the industrialized
democracies, and maintains important political and economic relation-
ships with many less developed nations around the world. Our generation
has had to learn that peace is indivisible; that our national well-being
is intimately tied to the well-being of the rest of the globe.

The awareness of past achievement and faith in common purposes led the
United States in 1973 to begin a new dialogue with Latin America. We
had three objectives:

-- To promote with our friends a new spirit of communigation
tempered by realism, elevated by hope and free of distrust,
despair or resentment.

-- To find new ways to combine our efforts in the political,
economic and social development of the Herisphere.

-- And to recognize that the global dialogue between the developed
and less developed nations requires answers that will be
difficult to find anywhere if we do not find them in the
Western Hemisphere.

For this hemisphere to which men fled to escape from injustige has a
special obligation to demonstrate that progress can go hand in hand with
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respect for human dignity, that cooperation among nations is consistent
with respect for national sovereignty, that the most powerful political
force on earth is the voluntary collaboration of free peoples.

Any relationship as long and complex as ours inevitably is haunted by
the bitterness and suspicions of old disputes. We must put these
legacies of our past behind us, for a dialogue dominated by the endless
refrain of old grievances cannot prosper.

Despite temporary interruptions, the United States is prepared to con-
tinue the dialogue in a spirit of friendship and conciliation. Next
month I will make my first visit to South America as Secretary of State.
Next week Assistant Secretary Rogers will visit six countries in the
region for preliminary talks.

Let me now outline some of the issues that will face us in these dis-
cussions. They include, first, what the United States is prepared to
contribute to Western Hemisphere cooperation; second, what we ask of

Latin America; and finally what we can do together.

What We Must Ask of Ourselves

President Ford has asked me to reaffirm our commitment to a new relation-
ship between the United States and Latin America based on the principles
of non-intervention, the sovereign equality of nations and mutual respect
among partners. Success will require a similar desire and attitude on
the part of the other countries of the Hemisphere.

These principles will guide the United States' approach to major
issues that have risen between us -- the status of the Panama Canal;
the place of Cuba in the Hemisphere; and the various strands of our
economic relations.
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The Panama Canal -- Since its opening, the peoples of the world have
looked 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. 1In 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
and their principal resource =-- their country's strategic location.

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
years; 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.

We 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 requirements 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
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to display the seriousness and mntual urderstanding 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 of the Senate and the
full support of the American people will be a concrete and significant
demonstration that with good will on both sides cooperative solutions
to the problems of the Western Hemisphere are possible

Cuba -- In January 1962 the Organization of American States determined
that Cuba had excluded itself from participation in the inter-

American community by its military ties to the Soviet Union and its
export of revolution in the Remisphere. A year later the United States
imposed its own sanctions. In 1954 the member.. nations of the OAS
agreed collectively under the Rio Treaty of Reciprocal Assistance

to sever diplomatic. and trade relations with Cuba.

More than a decade has passed. The countries of Latin America have
successfully resisted pressure and subversion; nations that in the
early Sixties felt most threatened by Cuban revolutionary violence
no longer feel the menace so acutely. This situation has generated
a reconsideration of the OAS sanctions and raised questions about the
future of our own bilateral relations with Cuba.

Last September several Latin American countries proposed a meeting
to consider lifting the collective sanctions. We agreed that a
consideration of the Cuban issue at a meeting in Quito of the
Foreign Ministers of the Americas was appropriate. We determined to
remain completely neutral in the debate and abstained in the vote.
Our g+—iding principle then, as now, was to prevent the Cuba issue
from dividing us from our Hemispheric neighbors.

A majority voted to lift the collective sanctions. But the Rio Treaty
requires a two-thirds vote and the sanctions thus remain formally

in force. The United States considers itself bound by the collective
will as a matter of international law, and so there can be no change
in our bilateral relations with Cuba as long as the OAS mandate
remains in force.

Since the Quito meeting, however, several Latin American countries have
announced that they are prepared io resume trade with Cuba. Also

since the meeting at Quito, all ti.: UAS nations have tentatively

agreed that the Rio Treaty should be amended to permit the lifting

of sanctions by a majority vote. 3Several of my Latin American colleagues
have suggested that this aqreement in principle might be applied to

the existing Cuban sanctions. I ""ill be consulting with them with
respect to this initiative during my trip to South America with the
attitude of finding a generally acceptable solution.
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If the OAS sanctions are eventually repealed, the United States will
consider changes in its bilateral relations with Cuba and in its
regulations. Our decision will be based on what we consider to be
in our own best interests, and will be heavily influenced by the
external policies of the Cuban government.

We see no virtue in perpetual antagonism between the United States and
Cuba. Our concerns relate above all to Cuba's external policies and
military relationships with countries outside the Hemisphere. We have
taken some symbolic steps to indicate that we are prepared to move in
a new direction if Cuba will. Fundamental change cannot come, however,
unless Cuba demonstrates a readiness to assume the mutuality of
obligation and regard upon which a new relationship must be founded.

Economic Relations —-- 0ld political disputes must not distract us from
the long~term challenge of the Hemisphere -- the common effort to improve
the lives of our peoples.

The expansion of trade, and the establishment of a new trading equilibrium
zre vital to economic progress and development in the Hemisphere. As
Latin American economies grow, so will opportunities for mutual trade..

As cour own economy grows, we will be able to buy more semi-processed .

end manufactured goods from Latin America.

In the next few days the President will take the first step to implement
the preference system established by the 1974 Trade Act. We will
announce the list of products on which the Administration proposes to
e¢liminate all import tariffs for developing countries for ten years.
L:atdn America, as the most advanced developing region and the one nearest
the U.S. market, will be in the best position to take advantage of

these preferences. The list will benefit nearly $1 billion worth of
Latin American exports.

Among the economic issues affecting Western Hemisphere relations none
looms larger than the transnational corporation. The transnational
corporation has a demonstrated record of achievement as an efficient --
and indeed indispensable -- source of technology, management skill, and
capital for development. At the same time, the transnational character
of these corporations raises complex problems of governmental regulation,
and .has aroused concern in Latin America over the relation of their
activities to domestic political and economic priorities.

Most Latin American nations take the position that the laws of the. host
country are conclusive, and that a foreign investor cannot appeal to

his own government for protection. The United States, on the other

hand, has insisted on espousing the cause of U.S. investors when they

are treated in a way which violates international legal standards. And
the Congress has reflected this view in such acts as the Hickenlooper and
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Gonzalez Amendments which cut off aid in the event of nationalization
without adequate and timely compensation.

The two legal positions are not easily reconciled. But the United
States is prepared to make a serious effort to find a mutually
acceptable solution which does not prejudice the principles of either
side. A year ago, in Mexico City, at our initiative an inter-
American working group was set up to examine the problem.

The United States is prepared in the context of this endeavor:
-- to work out a new declaration of_principles to govern

the treatment of transnational enterprises and for the
transfer of technology;

-~ to develop intergovernmental mechanisms to prevent and
resolve investment disputes and the problems between
governments that arise from them;

-~ to fashion new modes of cooperation to deal with conflicts
of lawsand jurisdiction relating to transnational coxr-
porations; and

-- to encourage private enterprise to make its vital
contributions to Latin America in forms congenial to
the economic and political needs of the host countries.

We have, in the past, made significant progress in these areas on a
pragmatic, case-by-case basis. We should now seek more general
agreement as part of the New Dialogue. The transnational Working Group
which was interrupted by the postponement of the Buenos Aires meeting
should resume its important work. A mutually acceptable solution would
go a long way toward removing trade and investment conflicts from U.S.
decisions respecting aid relationships with the host countries.

This is important because Latin American sensitivity to the egercise
of economic leverage has been finely honed by history. Experience

has also demonstrated that automatic sanctions -~ including the
1974 Trade Act's denial of preferences to such OPEC countries as Ecuador
and Venezuela, which did not join the o0il embargo ~-- are almost always

harmful. Automctic sanctions allow no tactical flexibility. They
present other governments with a public ultimatum; by seeming &S
challenge the recipient's sovereignty, they harden positions, encumban
diplomacy and poison the entire relationship.

/
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The Administration supports the purpose of the various bills which have
been introduced into the Congress -- including one by your own Senator
Bentsen -- to modify the provisions of the Trade Act which involve
Venezuela and Ecuador. And it is prepared to seek the modification of
legislation requiring the automatic cut off of aid. But as a matter

of political reality a great deal will depend on our ability to work
with the nations of Latin America on new approaches which give practical
assurance of fair treatment. They must recognize that Congressional
sanctions stem from perceived injuries to legitimate interests.

As part of the New Dialogue, the Administration is prepared to develop
new principles and practices which may commend themselves to Congress
as a better remedy than automatic sanctions.

What L,atin America Can Do

What do we have a right to expect from Latin America?

In the past decade, progress in science, industry, agriculture, and
education have done much to transform the Continent. Economic growth
has been steady and sometimes spectacular. Political institutions have
adapted to new social conditions and national traditions. A new sense
cf Latin American unity has promoted an awareness of common problems
and opportunities.

We welcome the strength and self-confidence that this evolution implies.
We have seen new leadership in Latin America and new Latin American
leadership in the international arena. Panamanian and Peruvian soldiers
serve with the UN peace-keeping forces in the Middle East. Last December
the Andean countries, following a Peruvian initiative, pledged themselves
to limit the acquisition of offensive weapons -- an initiative we support
and encourage. Venezuela has taken the lead in stimulating regional
cooperation by offering oil revenues to the Inter-American Bank and the
Central American Bank for Economic Integration. Working with Bolivia,
Paraguay, and Uruguay, Argentina and Brazil are pooling their technology
and resources to harness the vast potential of the River Plate Basin.

However, with these welcome initiatives have come other less hopeful
trends.

The United States is concerned by the growing tendency of some Latin
American countries to participate in tactics of confrontation between
the developing and developed worlds. We accept non-alignment as a
necessary, largely positive force. We believe that the developed
nations -- and particularly the United States as the most powerful
industrial country -- have a special obligation to be sensitive both
to the legacy of history and to the imperatives of change.

It is therefore ironic that some nations seek to exact by confrontation
what can only be gained through cooperation, and that countries which
once chose non-alignment to protect themselves from blocs are now tend-
ing to form a rigid bloc of their own. In doing so they obstruct the
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association with the industrialized nations on which their own economic
and social progress ultimately depends. Such tactics are particularly
inappropriate for the Western Hemisphere where they threaten to. repudiate
a long tradition of cooperative relations with the United States at the
very moment when the United States has dedicated itself to common progress.

As the most developed part of the Third World, Latin American nations
will increasingly play roles in both the industrialized and developing
sectors of the globe. They have a unique opportunity to foster the
mutual accommodation of these groups globally.

To do so there is no better guidepost than the Declaration signed by
all Western Hemisphere nations in Mexico City last year: ". . . peace
and progrese, in order to be solid and enduring, must always be based on respect for
the righte of others and the recognition of reciprocal responsibilities and obliga-
tions among developed and developing countries.”

The temptation to blame disappointments on the intrigues and excesses
of foreigners is as 0ld as nations themselves. Latin America is peren-
nially tempted to define its independence and unity through opposition
to the United States.

X
The Latin American postponement of the Buenos Aires meeting of Foreign
Ministers, ostensibly in reaction to the recent US Trade Act, is a case
in point. Some Latin American nations chose to read into this legisla-
tion a coercive intent which did not exist, and asked for immediate
remedies beyond the capacity of our constitutional processes to provide.
As a result, the next step in the New Dialogue was delayed just when it
was most needed. The nations of America face too many challenges to
permit their energies to be expended in such fruitless and artificial
confrontations. '

We do not expect agreement with all our views, but neither can we accept
a new version of paternalism, in which those with obligations have no
rights, and those who claim rights accept no obligations. The choice
for the United States is not between domination and indifference. The
choice for Latin America is not between submission and confrontation.

Instead we should steer between those extremes toward a new equilibrium.
After decades of oscillating between moods of euphoria and disillusion-
ment, between charges of hegemony and neglect, it is time for the United
States and Latin America to learn to work together, calmly and without
confrontation, on the challenges to our common civilization.

The United States does not seek precise reciprocity. We recognize our
special obligations as the richest and most powerful nation in the
Hemisphere. But experience teaches that international problems cannot

be resolved by any one country acting alone -- or by any group of nations
acting as an exclusive bloc.
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What We Must Do Together

With a new attitude, the nations of the Western Hemisphere can dedicate
themselves to an agenda for the future. In the coming months, the United
States will make proposals for such an agenda and present it to its
partners in various forums including the meeting of the OAS General
Assembly this spring.

Today I shall confine myself to two critical areas: hemispheric
development and food.

Hemispheric Development -~ In the past decade, Latin America's overall
growth rate has exceeded the economic targets of the Alliance for
Progress. The region has also made greater progress than any other
developing area toward economic integration. The Central American
Common Market, the Caribbean Common Market, the Andean Pact, and the
Latin American Free Trade Association have begun to translate abstract
hopes into realities. Nevertheless, Latin America's relative share of
glcbal trade has fallen. And economic progress has been unevenly dis-
tributed, both within and among countries. ’

Some Latin American countries have only recently begun the process of
development. As with poor countries everywhere, they require large
amounts of concessional assistance. The United States will continue
to contribute its share.

The Administration will ask Congress to replenish the US contribution
to the Inter—-American Development Bank, both concessional funds and
crdinary capital. Assuming other nations in the Hemisphere are willing
to do their share, we will seek a US contribution as large as the last
replenishment, or $1.8 billion.

The proposal will be considered by the House of Representatives Sub-
committee whose Chairman is the distinguished Henry B. Gonzalez -- from
San Antonio. Coupled with the contribution of $755 million from twelve
new members -- the European countries, Japan and Israel -- and a $500
million trust fund established by Venezuela, these fresh resources to
the IDB will give a major new impetus to Western Hemisphere development.

But because the poorest countries must have first priority, concessional
assistance is available only in limited quantities to a new and growing
group of Latin American countries that have reached an intermediate
stage of development. They have a diversified industrial sector, a
significant consumer class, and an increasing capacity to compete in
world markets. Their need for foreign exchange is growing.

Therefore, they require greater access to the markets of the developed
countries, for exports are the chief source of their external funds.

To this end, the Trade Act and the multilateral trade negotiations in
Geneva are of great significance. As we have pledged in our New Dialogue,
we will, in these negotiations, work in close collaboration with the
countries of the Western Hemisphere.
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But these countries also need investment capital. Significant amounts
of capita} continue to flow to the intermediate countries from the United
States private sector through investment and from commercial bank lending.

But these countries could also benefit substantially from improved access
to capital markets.

While the United States long-term bond capital market is the world's

largest, few developing countries have been able to borrow successfully
in it.

To ease this problem, the United States has taken the initiative for a
study by the IMF and World Bank Development Committee, of ways to pro-
mote the increased use of capital markets by developing countries.
These will be neither aid programs nor recycling devices, but will
facilitate independent access to such markets. The United States is
prepared to explore ways in which it can be helpful to those Latin
American countries with higher levels of income and credit standing to
move toward self-reliance.

The countries of Latin America, regardless of their stage of development,
are vulnerable to violent swings in the prices of their exports of raw
materials. There is no more critical issue of economic relations in

the Hemisphere today than commodities policy. .

This issue has been extremely divisive in the Hemisphere -- partly
because our attitude has been ambiguous. So let there be no doubt
about our views any longer. We strongly favor a world trading system
which meets the economic needs of both consumers and producers. Uni-
lateral producer or unilateral consumer actions must not determine the
equilibrium. A dialogue between them on commodity issues is therefore
essential. A range of rich possibilities exists that can make our new
interdependence a vehicle for more rapid and more equitable global
development.

The time has come for the countries of the Western Hemisphere to con-
sider together how commodity issues should be resolved. The United States
pledges a serious effort to find a constructive solution which does
justice to the concerns of all parties.

Food -- Let me turn now to a subject which must command our cooperative
efforts -- food, man's most basic need.

Latin America matches the United States as a potential food surplus region.
Yet over the past 15 years, Latin American agricultural production has
barely kept pace with population. In an area rich in productive land,
malnutrition is rife. Most Latin American countries are net food im-
porters. We believe that with a concerted new effort, agricultural pro-
duction can exceed population growth; adequate nutrition for all can be
achieved in this century; and Latin America can become a major food exporter.
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The immediate need is to improve food production. The U.S. proposes
the establishment of a Hemisphere Agricultural Consultative Group
under the Inter-American Development Bank. Its goal should be to
generate annual production increases in the range of 3-1/2 to

4 percent, to be achieved through:

-- new investment in regional and national agricultural
programs;

-- integration of agricultural research efforts throughout
the Hemisphere;

-~ adoption of improved national food and nutrition programs.

The consultative group should also recommend urgent steps to reduce
the waste and spoilage now consuming between 20 and 40 percent of total
Latin American food ocutput.

Agricultural research is a central element in attaining adequate
nutrition for all. But too often research is unrelated to local needs
and efforts elsewhere.

To make research more adequately serve local needs, we will assist the
international research centers in Mexico, Colombia, and Peru to extend
their projects and programs to other countries in the Hemisphere through
closer collaboration with national research institutions.

To foster better exchange of agricultural research information, we
propose that a new center be established for Latin America, under the
auspices of the Hemisphere Consultative Group, and linked to the
Agrlcultural Information Exchange Center of the Smithsonian Institute
in the United States.

The United States is prepared to join with other countries and
institutions to finance the local extension efforts of the inter-
national research centers and the information exchange center.

Finally, we propose that the U.S. and Latin America jointly establish
and finance research centers in nutrition and food technology; that a
new generation of Latin American agriculturalists be trained through
internships and research in these centers as well as in government
and private laboratories and institutions in both continents.

The Human Dimension

Our immediate economic, political, and technological imperatives must
not lead us to neglect the human foundations of our common progress,
including the free exchange of ideas and the priceless cultural
heritage we share.
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The discovery of America rekindled a belief in mankind's perfectibility.
Our struggles for independence were among the first modern assertions
of the fundamental rights of man. No part of the globe has shown a
greater commitment to democratic principles. The free flow of ideas
is one of the most powerful forces for both liberty and progress.
Drawing on this resource, can we now fashion a common vision of the
future? What will life in the Americas be like in the next century?
The scientists, scholars and professionals of our countries should

be exchanging ideas on the implications of current trends in such
areas as education, health and social change. Our governments should
stimulate the OAS to mobilize the best minds and institutions of

the Hemisphere in new programs to define our common future.

Last year in Mexico City, I described our objectives in this Hemi-
sphere as follows:

"Our common impulee ... i8 to fulfill the promise of America
as a continent which beckoned men to fulfill what was best in
them.

"Our common reality is the recognition of our diversity.

"Our common task i8 to forge our historical and geographical
links into shared purpose and endeavor.”

The United States continues to seek a genuine dialogue with its
neighbors on all levels: multilaterally and bilaterally, within or
outside the OAS, with subregional groups or individual states.

The dream of hope that has lifted the Americas for almost five
centuries must be revitalized by our generation. We are entering
another new world as strange and challenging as that found by the
first settlers on America's shores. With imagination, we can build in
this Hemisphere the model of that larger world community which must

be our ultimate goal. '

As Victor Hugo once wrote, "The main highway lies open. May America
travel it, and the world will follow."

2 % * % £ X X X



July 10, 1975

MEMORANDUM FOR: GENERAL SCOWCROFT
FROM: , RON NESSEN

The President did some editing on your proposed
Panama Canel answer for hig news conference briefing
book. He asked that you look it over and suggest any
changes before it goes into the book.

The deadline for submitting the book to the President
is 5:00 p.m. this afternoon.

Thank you.

Atgachnent

RN/pp

ce: Jim Shuman




July 10, 1975

MEMORANDUM FOR: JIM SHUMAN
FROM: RON NESSEN

Here is the Panama Canel answer for the President's

briefing book as written and edited by the President.

Brent Scoweroft is taking a final look at it before it

goes into the book. Please be sure you Bheck any changes
Brent suggests with me before putting it into the President's
briefing book.

Thanks.

RN/pp




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 guestions 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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WASHINGTON
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new United States-Panama Cancl Treaty, 1 have de

THE WHITE HOUSE YRS
o /
VARG HINGTON = ‘ 74
August 18, 1975

Nationn? Security Decision I\m noranduin 302

TO: The Secretary of Stale
The Secretary o f Defense

SUBJECT: Panama Cansl Treaty Negotiations

After considering the views expressed by the Departments of Stat
and Deflense concerning proposv:lf* for nepotiating instructions on a
ided to modily
the negotiating instructions contained in NSDMs 13 1 and 115 and to
supplerment them as follows:
¢ . .

== The negotiators are auvthorized to propose to the
Panamanians that the treaty duration applicable for deiense be
geparated from its application to operation of the Canzl., With
regard to duration a appl licable to operation of the Canal, the United
States negotiators should seek to obtain the longest possible pe riod,
to tc,rrn inate not carlier than Deceinber 31, 1999, With regard to
duraricn applicable to defense of the fffanﬂ, they should seek to
obiain o minimum of 50 years, but are avthorized to recede to no
Iess than 40 years., They should a,lso make efforts to obizin a
right in principle for the United States to participate in Canal

‘defense, including a limited military presence in Panama, follewing -

the expiration of the treaty period applicable to defense, such

P Yy P api s
participation to be of a2 nature and under terms to be agreed upon
Letween the parties not less than one year prior to the treaty's

-expiration. As a fallback, 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
durztion p@mod apyhcab}u to Canal operaticn to a period of not less
than 20 y “ars. . L
> . . - N [4 - ) H
-~ With regerd to Canal expansion, the United States
Negotiators should seek to obtain the longest possible period up to
the termination of United States respons 1b111‘iy for operatlon for a
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_United States option to exercise definitive and cxelusive righte to

3
£
expand the Canal's capacity, whether by addition of & third lane of

“locks or the construction of a sea-level canal. As a fallback, thoy

may scek to oblain -« cither in lieu of or in combination with
definitive rights -~ cornmitimernts that: (o) Panamna will not perrnit

. the construction of a sea level canal in its territory during the
.period of United States control of the existing Canal unlesa it has

first offered to the United States the option to construct such a
canal, That o;;tion should be under terms and conditions which
would accord to the United States rights relating to operation and

“defense commensurate with the due protection and enjoyment ¢f a

United States investiaent of that magnitude; (b) no country other
than the United States or Panarna shall have responsibility for
operation and defensze of an interoceanic canal in Panama; and
{c) the neutrality suarantee applicable o the existing Canal will
apply to any new canal ;Jllklt in ranama,.:

Vwenter areas, the United States

o obinin Panamrals acceptance of the United
States offer of January 1S, 1975, modified by the addition of such of

-~ With regard to lan

Nerotiators should seck

the following areas as the Negotiators find necessary in order to
further our objectives:

- Cristobal Piers

- Land and Waler Arcas in Gatun Lake

- Fort Sherman jungle training avea south of the
2Znd grid

- Coco Solo, Fort Randolph and access to them via

Randolph Road

- Portions of the Albrook/Clayten Training Areas

If agrcement is not possible on the basis of these offers, the United

States Negotiators should request further instructions from the

.. President,




-~ With regerd to the ting process,
Hegoiiatars should seek to obtain Fanzma's

negotliations will remain confideniizl so that

will not be injected into the domestic politi
States in 1976

- With regard to the resumntion of negotiations,

the United
agrecment

~= With regard to the creation of a favorable national

cenvironment for treaty ratification, the Depar‘tmcﬁts of Stat

Defense should join in regulaxr consuliations

the course of treaty negotiations and should initiate an cffo

build support for a new tx eaty with Panama.

o o , Y I 5
: : o iy
, (b

.

ce: o The Cheairman, Joint C‘nicfs of Staff
’ ' The Director of Central Intelligence
The Chief Negotiator for -the Panzma Canal _Lreajy

» the Cong

gYess

P

HStates
hat the
the Panama Canal issuc
al process in the United

the United
States Negotiaiors should procecd promptly to coutinue their task,
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National Sceurity Decision Mesnorandmy 64 ~. o/
TO: The Scerctary of State

e P
The Q(:C}(‘.id,‘_) 35 efiense

The Sceretary of the Hrmy

SUL.JECT: Panama Canal

I falan.

Ihave reviewed the paper prepared in response to NSSM 86 and
agesicy convments on the lssues contained thercin, and I have de-
cided the {oilowing: ‘

}. We shoutd be Lw,p( red to discuss with Panama our fundamental
canal relotlonship and to negotiate new {reoty @ e angements 1
Panaoma asks us to do so and if there are reasonsble prospects Jor
achicving a satisfactory new {reaiy arrangaeinent,

2. T authorize the Sceretary of State to coordinuice exploratory and
L

prelimins ey tallis with fhe Panzmanian govermuent designed to

determnine Panamea’s views in more detail and Lo reach a judgment as

to whether mutuelly satisfaciory new treaty arrvangements can be
expected, It shouvld be made clear to the Panamanians that these
talks are prclivminary and exploratory and not themsclves negotiations,

3. T authorize the Sceretary of State and Ambassador Andarson to
coordinate consuitations with the 115 Congress at such time as thoy
decrn advisable on the guestion of our fuiure canal relationship with

Panama,

4. Inter-agency recomumnendations should be submitted to me, bascd
on what is Jearned as a resalt of the steps authorized by 2 and 3
above as to a) whether and whoen to open formal negotiations on new
treatics and b) what our specific negotiating objecctives should be,
These recomunendations should be coordinated and submitted to me
by the Under Scerctaries Commitice,

5. I formal nepotiations appear desivable, I would prefer, in the

abscncce of (wcrr}:‘;jn;; reasons to the contrary, that these not bepin

<
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until carly 1971 to permmnit veceipt and evaluntion of the Canal Suady
Comnmisaion report and soundings with the new Congress,  These
F

reasons may be used to oxplain {o the Panamenian govermuoent why

we suggest this tire frame,

6. In any new negotiations three points are to be considercd non-
negotiable:r a) effcetive US control of canal operations; b) clfective
US control of canal defense; and ¢ continuation of these contlrols
fox an extendoed period of time preferably open-onded,

7. In the exploratory tallks our represcentatives should be guided by
the following with respect to thosc issucs 1xu,:'~.-:cd b: the NS534-86
paper:
t
a) On cxpanded canal capacity, Indicate in any new nogotfia-
¢t to negotizte delinitive rights (but with-

tions we would expec
Cout obligation) to build a new sca-level canal and/or enlarge
the priesent canal, Dowever, our finnl position in this regard
would be formed after we have evaluated the Canal Study
Commission Report,
.

b) On control of canul oporations,  Test first Popamanian recep-

tivity fo a continuation of exclusive USG control of cmfml opera-
tions and whether such a control pattern can be made palaiable
to Panamez; if it is clear that Panama will not accopt thise, then
agrec to explore a pattern of joint US-Panamanian administra-
tion, with US majority control, aleng the lines of the 1967 draift
treaties or some similar arrangement,

¢} On defense. Indicate that in any new negotiations we would
scek rights for unilateral defense of the canal and canal arcas,
Defer{for the time being discussion of the hemisphc re defense
ssue in view of the pending De fense Department review of
Southern Command status,
]
@) On sovercignty and jurisdiction, Test first Panamanian recep-

Y

tivity to the idea of & maris
of USG control therein, but with negotiation for Panamanian
jurisdiction over cormnercial and non-cssoential governmental

d.‘e) reducca Zone with continuance

{functions (Owtion A of paper). If pursuing ihis coursc is clearly

not fruitful, cxplore joint US-Panamanian jurisdiction along
the 19607 draft treaty model (Option B), .
. ,

N
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, :
¢} On duration. Our objective should be an open-ended

arrvangement; woe should consider specific provision
{for periodic review,

£} On cconomic benafits, Indicate the U.S. is prepared

to scek ways to create substantial additional revenue
for Panaisa.

cc: Chairman, Joint Chicfs of Staff
Dircctor, Central Intelligence Agency
Ambassador Robert Anderson
3

Special Representative for US/Panama Relations

PeTNT



THE WHITE HOUSE

WASHINGTON

June 24, 197]

National Sccourity Decision M f"‘“"ﬂlrl)‘d‘h}i 1J 5

TO: S The Secretary of State
‘The Sccrctary of Defense

SUBJIECT: Panama Canal Treaty Negotiations
I have reviewed Ambassador Am’l(z rson's leticr of April 12, 1971, and the
report of the NSC Under Scerctlaries Conmmuc dated JuuL. 10, 19?1, con-

cerning United States goals ar‘-d chjcctives for negotiations wilth Panama
on canal treaty relations. On the basis of that review, I have decided ¢
authorize Ambassador Anderson to undertake formal negotiations wi (;h
Panama with a view to obtaining a,ﬂrc,omont on the text of a draft treaty
this year. The principles sct forth in NSDM 64 will continue to provide
the basis for the United Staics .l,,os,n,z.on in the forthcoming negotiations,
except insofar as ithey are modified or expanded by the following specific
decisions, ,

-~ Recommendations -3 through 7 contained in the June 10, 1971
report of Lhe NSC Under Secretaries Committee arce approved,

-

-~ With respccet to Recommendation B-1 of the NSC Under Secretlaries

\, Committee report, conccrning the duration of the treaty, 1 have
decided that the United States negotiating objective should continue
to be control of canal operations and defense {or an open-ended
period. Provision for review of this arrangement at some specific
futurc date may be included in the U, S. position. Should Ambas-

- sador Andcrson conclude, in the course of negotiations, that
achicvement of our major negotiaiini-objéctive will 1(~qu§3~ agrec-
ment to a fixed-term treaty, "Towill bepreparcd to consider promptly
a revision of this objective

»

-~ With yespect to Recommendation B-2 of the NSC Under Secretaries
report, concerning jurisdiction over the Canal Zone, I have decided
that the initial United States negotiating objective should be to per-
mit U, S, jurisdiction to be phasced out within a minimum of twenty
years while protecting non-negotiable righis for U.S. control and

R
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defense of the canal for the duration of the treaty., Howeven,
Ambassador Anderson is avthorived to negoliate a shovier fime

period for the phase-out of jurisdiction if, after initial ncgotia-

tiones, he decosmns such action nceessary to achieve our non-

negoliable objectives, Such a fail-back position should be the
maximum that can be suwcecessiully negotinted with the Government

cof Panama consistent with an orderly transicer of jurisdiction to

Panama, cffcctive U, S, control and defense of the canal o

Jjurisdiction is phased out, and Congressional acceplance,

-- Congr
to test Suppm‘t 1'01‘ a treaty ulong the lines outlined above,

-

ter such

By

‘ions sh T he inltiated as soon as possible
ion: shoulc

The NSC Under Secretaries Cormmitice should submit to me by July 15,

o

: CCOINIT ations and/or oplicns for U, S, poli oward P
1971, recormmendations and/or options for U.S. pelicy toward Pan:

arma in

the cvent treaty ncgotiations reach an impasse or must be broken off,

Ambassador Anderson intends to remain in closc conf‘ulc‘flos* with {

Secretaries of State and Delense during the period of negotiations ¢
bhave asked him to keep me closely and pericdically informed as to
status of negotiations and Congressional consultations

”f ",r«j”"f-

S

el WEse.. A

cc: The Chairman, NSC Under Scerctarics Cominittec
The Sceretary of the Army
The Chaivman, Joint Chicfs of Staff
The Dircctor of Central Intelligence
Special Represcentative {or Imcrm,c,anw Canal
Negotiations ’

ATRET/ENDIS

the
g I
the
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. nart101pate 1mportant1y in this defense:

I¥ ABKED ONLf

PRESS OFFICE STATEMENT

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

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

" Secretary Kissinger antieipates that while during
the treaty's lifetime the United States will have
primary responsibility for canal defense. Panama wlll

Y

The Admxnlstration remains firmly committed to
wiccessful conclusion of the negotiations. We are
gheased that Ambassador Bunker was able to return 0
Fanama earlier this month and look forward to a con-
“inuation of the talks in the same spirit of frankness

#ordiality and common interest which has marked them
fm daye.

Y

o Clearances:
- .ARA - Mr. Rogers
) 8/AM -~ Amb, Bunker

.

9/19/75
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we have the strength. to pursue both a_pblicy of
relaxation of tension. and keep up our military defeﬁsesA
whether we are prepared to be flexible in our diplomacy

and yvet firm in our purposes and avoid oscillating between

~extremes of intransigence and- extremes of conciliation =-

which had been the case ih previbqs periods.

This is what I wouldﬁaéfiﬁe'to bé the basic
prcblem. )
GOVERNOR MANDEL: Governorkwéllace:of Aléﬁgﬁa.

GOVERNOR WALLACE: Mr. Secretary, after the

unfortunate concluSLOn of the matter of Indochlna, do you

- — N

feel that the Unlted States now can affcrd to glve up
control of the Panama Canail?

SECRETARY KISSINGER: On the iSsﬁé of the Panama
Canal, the qugéﬁi;n is, what is meant by control of the

Panama Canal and how we define our vital interests in

velation to the Panama Canal.

The Unlted States must malntaln the rlght,

unllaterally, to defend the Panama Canal for an indefinite

future, or for a long future. On the other hand the United

States can ease some of the other conditions in the Canal

Zone.,




Our problem with respébt to the Panama Canal ‘ "y
is this: how do we best defenduéﬁr defense requirements
that are vital in thehéanama Canal area? Do we do it
most effectively by digéing inj turningkpéﬁama into a
potential area of gperrilla conflict, backed bf all of
Latin America; and turning it into an issé; gf,permanent
confrontation between all of Latin A@erica and the United
States in which military force may have to'be-used,for an

indefinite period. Or is it possible to make arrangements

-———

»

in which our defense interests can be maintained for

I ; : : . .
many decades and our operating interest can also be maintained .

for several decades and thereby defuse the immediate

situation?

-

Nobody is in favor of turning over our defense

T -

of the Panama Canal, and nobody is in favor of turning

over the essential operating requirements. What we are

e

talking about is whether we can develop a status for the

Panama Canal--and we're not sure yet that this can be

¢ i N S

e—,

done —-that meets our essential defense requirements and
avoids a situation in which we may have a Viet-Nam type
situation in Central America for the indefinite future

backed by all of Latin America.

If we can find an honorable way of doing it, we



wpqld like to explore it.\kAS we*explbre it, we will

consult closely with the intéresééé members.of tﬂe

n gCongFess; and there will not be aﬁy secret negotiations

that are spiung on people'uﬁexpectedly. This is really

the issue. We age in the proc¢ess of exploring it, and I do not
know whether it is possiblelto achieve whatil've described.

If it isn't, then there can be no agreement.

GOVERNOR MANDEL: Governor Godwin of Virginia?

- GOVERNOR GODWIN: Mr. Secretary, I was wondexring
if you could comment -~— if it would be appropriate for you
to make any comment—on what impact, short-termwise or longer,

that the ngiet—American negotiations, in reference to

our export of wheat and their making available to us oil,

would have on our energy situation.
SECRETARY KISSINGER: I would Ifke to stress

that the negotiations on grain and o0il are technically

separate negotiations; they are not organically linked,

though there is a conceptual connection between the two.
Our interest in a long-term agreement on grain
is to prevent these fluctuations in Soviet demand, which

can have a profound effect on our prices and in which the Soviet

Union enters our market only in pericds of severe



March 18, 1976

PANAMA CANAL LABOR SLOWDOWN

A group of U.S. lock and tugboat operators of the Panama Canal
Company began a slowdown Monday and were joined by American
teachers at the schools who have reported in sick. All together,
about 20 percent of the American employees in the Zone are involved.
Panamanian employees have not joined the Americans and are continuing
at work. U.S. employee organizations are not overtly supporting the
slowdown.

The Americans involved are protesting a proposal announced by
the Company la st month to eliminate the 15 percent tropical wage
differential for Americans hired in Panama and to freeze pay for certain
of the highest categories of Canal Company employees. Current employees
would not be denied the tropical differential and the wage freeze would
affect only about 10 to 20 percent of the workers.

The employees' problem, of course, is more fundamental. They
have for some time been expressing concern that their legitimate
interests be protected in the negotiations with Panama. Although
General Torrijos has publicly stated that labor gains by Canal Company
employees will be respected in any treaty finally negotiated. Americans
working in the Zone nonetheless are fearful of losing many of the berefits
which they now enjoy. The treaty negotiators have not yet discussed the
details of labor relations to be included in the new treaty except very
generally.

Another consideration is that the Canal has been operating at a
deficit since FY 1974 when it lost $11 million. The employees refuse
to discuss the entire matter until these ""proposals'’ are withdrawn,
but the Army and Company feel that if they agree to withdraw the pro-
posals before discussing them, it will be difficult to make any economy
proposals.

Leonor Sullivan has been working with the Administration to resolve
the labor slowdown, while reassuring U.S. employees concerned and
Panamanians of our intentions vis a vis the canal operations and the
treaty negotiations.

e

Any questions concerning this issue should be referred to DOD,
as the Secretary of the Army is in charge of the Canal,
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'-because -they planned to
-“promote a class struggle.”
- It said they were members

MEXICO CXTY (UPI) — -
The Panama Businessmen’s.

Association says it ‘had

c wn 60 percent of
untrv's banks a

other businesses to protest

thearvirary and ilesal”

e€¥%pulsion of 10 Panamanian -
businessmen and lawyers
by the government of Gen,
Omar Torrijos. .

Carlos Gonzalez de la
I.astra, president of the as-

sociation, told UPI by tele.-

phone last night that 60 per-
cent of the nation’s ’
businesses would remain
closed today and, ‘‘We
won't open until these men
are in Panama again and
are free.””.

Gonzalez said the 10 were -

rxpelled *‘because this (the

rovernmentin Panama) isa

*:c!:atorhsxp

““They spoke about their
iroblems and the gover-
nent didn’t like it. In this
ountry there is no press

reaedom. A small group of

eople own the country.” -
in a communique issued

arliar yesterday, the gov-

rnment in Panama City

aid the men were deported -

- prisals from the govern--

3 Mutxny Reported on Scmet Shlp

STOCKH{)L\I Crewmen aboard a Sovxet antxsub-
"'marine patrol vessel mutinied last Nov, 9 and tried to -
take their ship to Sweden, mfcrmed m:htary and mtei- o
hgence sources said today T

The sources said the mutxny by at Ieast 20 cf the 42
crewmembers was thwarted when Soviet aireraft flew
over the ship — of the Kotlin class carrying the num-

each battlg‘

. was trying to divide the wal;uéeausm

of a right-wing group that

“'Panamanian people.- clashes wej ber 628.0n its bow — and officials on shore radiced.

Gonzalez said the stop- " (o' country threats to sink it. They said the crewmen were impri- -
page would aifect apart Informed Soned, and many are still awaiting trial. The sources
from the ‘banks, insurance ;. Curian “included Eastern Europeans and mzhtary and intellj-

s ¥
.companies, farms, ‘“‘any- 1 4.0 ce;  gence contacts in both Western and neutral countries.
- thingthathasanythingtodo oy o0 men  ~ “Thereare only two of these ships in the Baltic,” the * /

;”ég’ the country’s €Co0- changes in- ioarces iazdﬁ;‘ane is stationed permanently in Rxga, o

Ho said the 10 were taken fl}gfsle;?iirar aivza.t ¢ other in Lemngrad Ll
grom their homes and of- ians in the c T

ices on Tuesday morning .
and put on & plane. for - -pccorpIl Panama, Busmessmen Feud S RN
Giﬁ;&ml thgadg‘r- hi  Sources, the PANAMA CITY — Government mops closed the ’

whether he or his "4 " Uaco. dquarte the Association of Panamaman Busi- -

association feared any reé- oupin Gy hq ness Executives yesterday, a R

Tie
oro" ing of the ac¢ government-business feud, a s okesman for the -
ment, Gonzalez said, “We ti ogns ‘organization reported. P ¢
1“"‘; w“hdl’e"manem repri- o Return to A simultanecus noon-hour traffic jam was created .
f}“a § and we ar? tired of conrol of thi by cabdrivers blocking key roads with their vehicles, .
em. .- ¥4 gee camp nf National guarg traffic 1polme ignored the snarled traf- -
A to R n 0 d d -which was d fic. The cab drivers belong to a union closely associat-". -
uto Recall Ordere Christians. | ed with the government of Brig. Gen. Omar Torrijos, -
. DETROIT (AP) =- Ford ‘e Return to: who is commander of the natmnal vuard the country g
Motor Co. said yesterday it refugees. F only military force. - L
is recalling 21,062 current- areas sucl ~Spokesmen for the association, known here by its .
‘model -.. Mavericks ' and. -Christian v Spanish initials APEDE, said the guardsmen drove
Comets thh factory-install-- -north, souty everyone oui of the bmldmg and damaged offxce .
ed air conditioning to check Moslem ne equpment.
for . potentially - defecnve ‘Christian-ct - The closing of the assoc:atxon headquarters appear- |
“Beirut. .= ed to destroy a fragile detente worked out last week--- ;-
.® Retreat ¢/ end.: The executives agreed then to end a business -

\'1'

heater—defroster vacuum
motors. i e

Mmoo n i ,Nueduled new servir’

o / strike protesting the deportation to Ecuador of 13 -
T . AMmanian DUSINessimen, 1awy 7 o

1eadels.
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Rowland Evans-
and Ifobert Novak

US. by the Panamanian ambassador tQ !
the usually soporific Orgamzahon of 1.4
American States (0AS) is adding to- ‘.Jf
President. Ford’s grave problems.in: A
arranging a néw Panama Canal treatyand 3 .
further embazrassmg the u.s. throughout*
- Latin America:: ‘3&" o i £
What makes thlsfaartxcularly‘sfg’niﬁcan 5
' is its coincidence with ‘Washington's rising>
danger from theésCommunist political
offensive: in~ Southern’ Africa,. Western ':
Europe and Asia. Now, the hate-America .,
campaign is explodmg on. Washmgtons g
backdoorw e - R }‘ oy

The Jan: 23 attack accused the U. S ofa "y
“policy-of strangulation’ of Panama, of’," ]!
“paternalism...colonialism ...oppression.” .: |
Panama’s F Nader” | -
_Pitty,/told" “the- shocked assembly he - §
regards his mission in the OAS as “‘one of. * |
destroying the (US.)policy of arrogance” | = ¢
toward Panama-—and by' unphcatxon, all‘ .
: of Latin America:. %:g - .
- Robert E. White, deputy chiefof theUS E
v delegation, coldly informed Pitty the US. "~
could not acquiesce to suchi a misuseofthe |-
- OAS forum to attack the U.S. Hereminded |
' Pitty ‘that the U.S;”and Panama are
‘‘reaching the. final ‘stages” of a new |-
_ treaty; But“that further infuriated Pitty, | 4
* who then accused White of “blackmail” - |’
. Behind :this. tirade-lie decades of . .}
grievances bunldmg inPanama against the
U.S.-imposed canal treaty that gives the
U. S control of the canaI“m perpetuxty "o

o — T

‘ “T he Panamaman‘ attack

seemed caleulatedi to put

thts nauon m the worst

o possrble hgh at 4the

o shocked members of the U.S. mission .
. because of President Ford’s effort toreach .~
' agreement on a new treaty more fa.vorable
'toPanama., \.;,( SRR
Indeed, with eldemstatasman Ellsworth
Bunker as his negotiator in' Panama, Mr. ;:
* Ford has provoked the outrage of the ©
. Republican right wing and endangered his
nomination by tentatwely agreemg to
" majortreatyreyisions. ;- <% &b
+ With Secretary of State Henry szsmger
finally. makmg his frequently “postponed f
"+ goodwill frip south’-of . the- border; the :
# ,_‘Panamaman attack séemed calculated to
put this pation in theworst possxble lxghta :
the worstpossxhle tire. i
. The posmble exp]anatlon v
’ b g}:’nawt changes in a proposed. ’
. rewsxongof e OAS charter; which Latin
" . countrieshave been drafting the past three ;-
*  years with’'the U.S. sitting quietly.on the
sidelines” thty s exploswn encapsulatesA
s antx-Washmgton emotions which ‘more
responsxble OAS diplomats, also angered -
at* the. sudden U.S+ demands “have- exs.

B P P e
. : % e .
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PANAMA CA

Do you have any comment on Congressman Snyder's
statement on the Panama [Canal?

I have seen reports of the testimony presented at

hearings before the Panajna Canal Subcommittee of the

HIRC last Thursday.

These discussions hgve provoked reckless charges
which I want to address,

First, as you know fhe US has been negotiating
with the GOP for over tyo years. A year ago in
February eight principlgs representing common goals
of both governments wefe enunciated and made public.
Nothing has changed sirjce that time, Nor at any time
has the United States vjried from its stated objective
of reaching an agreemgnt which fully protects US
interests. More specifically we have at all times, and
will at all times,insistjupon secure guarantees over
US right to defend and Loperate the Panama Canal in
any new treaty, We h?,ve never waivered in this
determination and nevér will,

Notwithstanding this public position -~ on record
for years -« in 1976 rew alarmeist provocations are

being put forth based qn semantic inference which seek

to distort reality.




The Canal negotiations have proceeded under three
Administrations toward the same goal «- secure US
control over the operation and defense of the Canal,

At issue today is the nature of the US presence not our
control over Canal defense and operation, Unless,
however, we recognize and adjust to reasonable
requests concerning our presence, we face the serious
risk of a return to the violence and riots which took
place in 1964,

A treaty which meets our needs and takes into account
Panamanian wishes for greater participation can be
achieved with calm deliberation and good will, Such a
treaty is in the interest of both countries and in the
interest of improving US relations with other Latin
American countries,

Obviously any treaty will only be concluded in the
closest cooperation with the Congress. It is toward that
end that this Administration has worked closely with the
cognizant Congressional committees to keep them advised

of the status of negotiations.,



President Ford has stated on numerous occasions his intention
to assure absolutely the protection of US interests.
He remains firm in that pledge and calls upon the
Congress to bring an end to disruptive rhetoric which

misrepresents the facts.
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PANAMA CANAL

Q. Has the President given Ambassador Bunker instructions to give

up the Panama Canal Zonegf za. g -

A. No.

GuookeZ
Q. Well, what dmions say?

A. His instructions are based on the principles agreed to more than
two years ago by the United States and Panama. These were

vy published at the time and have been available ever since, aff

Ie(l Ca ff
I'm just wondering why t\haiTs_u—e—m/raweg no %]’
o Yrnezelals T

72 g
Q. You didn't really answer the question, What are Bunker's ¢ y q//

instructions?
A. You can get the principles issued in 1974 from the State

Department, or I can get you a copy. Ambassador Bunker's

instructions are based on those principles.ﬁ ’\0 M
Leetls ; P (//MM% ke
B B PRoce 22 /74747

C/ /Lft




Q:
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=

e = ///___//
%&%ma_fvﬁ Panary/will%/ﬁrnited State s -rtemst
wrnel 77 acnbr o Y g : fee

Efﬁ’l /77&27

M saying te@sise will never give up the defense

or operation of the Canale But Bunker's testimony indicates that -
P Y ensiel,) Gent D patlecin

he is negotiating to do just that il ng

A. T Aot W@Ww S PR e

In other words, you are negotiating for U.S. operation and defense
of the Canal to end at some time in the future?

You must not be familiar with the background on this story since
that issue has been a matter of public record since 1964, <52
Agairbbecause all this is so olfi/I have to wonder why it is being
raised now./ Nothing has changed since the principles were
announced)€arly in 1974, Als/o I want to remind you that the three
Presidents who have conducted these negotiations have consulted

with Congress right alon'glMa/{\ld/of courss President Ford is continuing
those consultations?z&_‘treaty is agreed upon he would submit

it to the Senate for ratification. But no treaty has been signed and

no terms have been agreed on.
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You keep saying the President will never give up the defense or
operation of the Canal, But Bunker's testimony indicates that he

is negotiating to do just that.

I don't know what interpretation you place on a small, leaked portion
of Bunker's testimony. But I can assure you that any new treaty with
Panama will guarante that the United States will maintain its rights
to operate and defend the Canal.

For how long?

For the length of the treaty, at least, whatever the treaty provides for,

In other words, you are negotiating for U. S. operation and defense
of the Canal to end at some time in the future?

You must be familiar with the background on this story since that
issue has been a matter of public record since 1964, Again, because
al_l this is so old, I have to wonder why it is being raised now.

Nofhing has changed since the principles were announced
publicly in 1974, Also, I want to remind you that the three Presidents
who have conducted these negotiations have consulted with Congress
right along, and, of course, President Ford is continuing those
consultations.

When any treaty is agreed upon he would submit it to the Senate
for ratification. But no treaty has been signed and no terms have

been agreed on.
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Has the President given Ambassador Bunker instructions to
give up the Panama Canal Zone as Ronald Reagan and Congressman
Snyder charge?

No.

Well, what do Bunker's instructions [say?

His instructions are based on the pfinciples agreed to more than

two years ago by the United States/anfl Panama, These were
published at the time and have begen available ever since, I'm

just wondering why this delicate\isgue is raised now in a political
context. As President Ford has stated repeatedly, any new Treaty
must guarantee continued Americgn operation and defense of the

Canal.

You didn't really answer the g
You can get the principles issudd in 1974 from the State Department,
or I can get you a copy. Ambagsador Bunker's instructions are
based on those principles. To|boil them down for you: Under any
new Treaty, the United States jwill continue to have the right to

operate and defend the Canal,

stion, What are Bunker's instructions
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PANAMA CANAL

Has the President given Ambassador Bunker instructions to give
up the Panama Canal Zone?

No.

Well, what do his instructions say?

His instructions are based on the principles agreed to more than
two years ago by the United States and Panama. These were
published at the time and have been available ever since, and
I'm just wondering why this issue is raised now in a partisan,
political context. The matter is too delicatel to be used for

any partisan political purposes.

You didn't really answer the question. What are Bunkef‘s
instructions?

You can get the principles issued in 1974 from the State
Department, or I can get you a copy. Ambassador Bunker's

instructions are based on those principles.
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PANAMA CANAL

Has the President given Ambassador Bunker instructions to
give up the Panama Canal Zone as Ronald Reagan and Congressman
Snyder charge:

No

Well, what do Bunker's instructjions say?

His instructions are based on the principles agreed to more than
two years ago by the United Sfates and Panama. These were
published at the time and have been available ever since. As
President Ford has stated repeatedly, any new Treaty must
,‘b,}';w Mth

fop,f H
guarantee continued America A.peration and defense of the
Canal, while at the same time, seeking to resolve the out-
standing issues between the¢ U.S. and the Republic of Panama.
You didn't really answer tthe question. What are Bunker's
instructions?
You can get the principl issued in 1974 from the State
Department, or I can get you a copy. Ambassador Bunker's
instructions are based oh those principles
You keep saying the Pregident will never give up the defense
or operation of the Canpl. But Bunker's testimony indicates
that he is negotiating fto do just that.
I don't know what intejypretation you place on a small portion
of Bunker's testimony.f I can assure you that any new treaty with

Panama will guarantee [that the United States will maintain its

- rights to operate and|[defend the Canal.



For how long?

For the duration of the Treaty, at least, whatever the Treaty
provides for. It is expected that the Treaty will extend at

least through the end of this century.

In other words, you are negotiating for U.S. operation and defense
of the Canal to end at some time in the future?

You mus‘f‘é}{%—‘e/familiar with the background on this/‘g’ - since that

issue has been a matter of public record since 1964.

Nothing has changed since the principles were announced publicly
in 1974. Also, I want to remind you that the three Presidents
who have conducted these negotiations have consulted with
Congress righﬁ along, and of course, President Ford is continuing

those consultations.

When any treaty is agreed upon, he would submit it to the

Senate for ratification. But no treaty has been signed and no
terms have been agreed on. And no treaty will be agreed to unless
it safeguards U.S. interests in the Canal and guarantees our

right in the operation and defense of the Canal.
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Has the President given Ambajssador Bunker instructions to
give up the Panama Canal Zonefas Ronald Reagan and Congressman
Snyder charge?

No.

Well, what do Bunker's instryctions say?
His instructions are based onfthe principles agreed to more than

two years ago by the United $tates and Panama. These were

published at the time and haye been available ever since. éiﬂa-

As President Ford has stated repeatedly, any new Treaty
must guarantee continued American operation and defense of the

Cana 1)

You didn't really answer the question. What are Bunker's instructions’
You can get the principles igsued in 1974 from the State Department,

or I can get you a copy. Amlbassador Bunker's instructions are

based on those principles. '{0 boil them down for you: Under any
¥
new Treaty, the United States will continue to have the right to

operate and defend the Canal,



You keep saying the President will never give up the defense or
operation of the Canal. But Bunker's testimony irdicates that he

is negotiating to do just that.

I don't know what interpretation you place on a small, leaked portion
of Bunker's testimony. But I can assure you that any new treaty with
Panama will guarante that the United States will maintain its rights
to operate and defend the Canal.

For how long?

For the length of the treaty, at least, whatever the treaty provides for.

In other words, you are negotiating for U, S. operation and defense
of the Canal to end at some time in the future?

You must be familiar with the background on this story since that
issue has been a matter of public record since 1964, Again, because
all this is so old, I have to wonder why it is being raised now.

Nothing has changed since the principles were announced
publicly in 1974, Also, I want to remind you that the three Presidenﬁs
who have conducted these negotiations have consulted with Congress
right along, and, of course, President Ford is continuing those
consultations,

When any treaty is agreed upon he would submit it to the Senate
for ratification. But no treaty has been signed and no terms have

been agreed on.





