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About the Series

The Foreign Relations of the United States series presents the official
documentary historical record of major foreign policy decisions and
significant diplomatic activity of the U.S. Government. The Historian of
the Department of State is charged with the responsibility for the prep-
aration of the Foreign Relations series. The staff of the Office of the Histo-
rian, Bureau of Public Affairs, under the direction of the General Editor
of the Foreign Relations series, plans, researches, compiles, and edits the
volumes in the series. Secretary of State Frank B. Kellogg first promul-
gated official regulations codifying specific standards for the selection
and editing of documents for the series on March 26, 1925. These regu-
lations, with minor modifications, guided the series through 1991.

Public Law 102-138, the Foreign Relations Authorization Act, es-
tablished a new statutory charter for the preparation of the series which
was signed by President George H.W. Bush on October 28, 1991. Sec-
tion 198 of P.L. 102-138 added a new Title IV to the Department of
State’s Basic Authorities Act of 1956 (22 U.S.C. 4351, et seq.).

The statute requires that the Foreign Relations series be a thorough,
accurate, and reliable record of major U.S. foreign policy decisions and
significant U.S. diplomatic activity. The volumes of the series should
include all records needed to provide comprehensive documentation
of major foreign policy decisions and actions of the U.S. Government.
The statute also confirms the editing principles established by Secre-
tary Kellogg: the Foreign Relations series is guided by the principles of
historical objectivity and accuracy; records should not be altered or de-
letions made without indicating in the published text that a deletion
has been made; the published record should omit no facts that were of
major importance in reaching a decision; and nothing should be omit-
ted for the purposes of concealing a defect in policy. The statute also re-
quires that the Foreign Relations series be published not more than 30
years after the events recorded. The editors are convinced that this vol-
ume meets all regulatory, statutory, and scholarly standards of selec-
tion and editing.

Sources for the Foreign Relations Series

The Foreign Relations statute requires that the published record in
the Foreign Relations series include all records needed to provide com-
prehensive documentation of major U.S. foreign policy decisions and
significant U.S. diplomatic activity. It further requires that government
agencies, departments, and other entities of the U.S. Government en-
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IV About the Series

gaged in foreign policy formulation, execution, or support cooperate
with the Department of State historians by providing full and complete
access to records pertinent to foreign policy decisions and actions and
by providing copies of selected records. Most of the sources consulted
in the preparation of this volume have been declassified and are avail-
able for review at the National Archives and Records Administration
(Archives II), in College Park, Maryland.

The editors of the Foreign Relations series have complete access to
all the retired records and papers of the Department of State: the central
files of the Department; the special decentralized files (“lot files”) of the
Department at the bureau, office, and division levels; the files of the De-
partment’s Executive Secretariat, which contain the records of interna-
tional conferences and high-level official visits, correspondence with
foreign leaders by the President and Secretary of State, and the memo-
randa of conversations between the President and the Secretary of State
and foreign officials; and the files of overseas diplomatic posts. All of
the Department’s central files for 1977-1981 are available in electronic
or microfilm formats at the National Archives and Records Adminis-
tration facility in College Park, Maryland (Archives II), and may be ac-
cessed using the Access to Archival Databases (AAD) tool. Almost all
of the Department’s decentralized office files covering this period,
which the National Archives deems worthy of permanent retention,
have been transferred to or are in the process of being transferred from
the Department’s custody to Archives IL

Research for Foreign Relations volumes is undertaken through spe-
cial access to restricted documents at the Jimmy Carter Presidential Li-
brary and other agencies. While all the material printed in this volume
has been declassified, some of it is extracted from still-classified docu-
ments. The staff of the Carter Library is processing and declassifying
many of the documents used in this volume, but they may not be avail-
able in their entirety at the time of publication. Presidential papers
maintained and preserved at the Carter Library include some of the
most significant foreign-affairs related documentation from White
House offices, the Department of State, and other federal agencies in-
cluding the National Security Council, the Central Intelligence Agency,
the Department of Defense, and the Joint Chiefs of Staff.

Some of the research for volumes in this subseries was done in
Carter Library record collections scanned for the Remote Archive Cap-
ture (RAC) project. This project, which is administered by the National
Archives and Records Administrations’s Office of Presidential Li-
braries, was designed to coordinate the declassification of still classi-
fied records held in various Presidential Libraries. As a result of the
way in which records were scanned for the RAC, the editors of the For-
eign Relations series were not always able to determine whether attach-
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ments to a given document were in fact attached to the paper copy of
the document in the Carter Library file. In such cases, some editors of
the Foreign Relations series have indicated the ambiguity by stating that
the attachments were “Not found attached.”

Editorial Methodology

Documents in this volume are presented chronologically ac-
cording to Washington time. Memoranda of conversation are placed
according to the time and date of the conversation, rather than the date
the memorandum was drafted.

Editorial treatment of the documents published in the Foreign Rela-
tions series follows Office style guidelines, supplemented by guidance
from the General Editor and the Chief of the Declassification and Pub-
lishing Division. The documents are reproduced as exactly as possible,
including marginalia or other notations, which are described in the
footnotes. Texts are transcribed and printed according to accepted con-
ventions for the publication of historical documents within the limi-
tations of modern typography. A heading has been supplied by the
editors for each document included in the volume. Spelling, capitaliza-
tion, and punctuation are retained as found in the original text, except
that obvious typographical errors are silently corrected. Other mistakes
and omissions in the documents are corrected by bracketed insertions:
a correction is set in italic type; an addition in roman type. Words re-
peated in telegrams to avoid garbling or provide emphasis are silently
corrected. Words and phrases underlined in the source text are printed
in italics. Abbreviations and contractions are preserved as found in the
original text, and a list of abbreviations and terms is included in the
front matter of each volume. In telegrams, the telegram number (in-
cluding special designators such as Secto) is printed at the start of the
telegram.

Bracketed insertions are also used to indicate omitted text that
deals with an unrelated subject (in roman type) or that remains classi-
fied after declassification review (in italic type). The amount and,
where possible, the nature of the material not declassified has been
noted by indicating the number of lines or pages of text that were omit-
ted. Entire documents withheld after declassification review have been
accounted for and are listed with headings, source notes, and the
number of pages not declassified in their chronological place. All
brackets that appear in the original document are so identified in the
footnotes. All ellipses are in the original documents.

The first footnote to each document indicates the source of the doc-
ument and its original classification, distribution, and drafting infor-
mation. This note also provides the background of important docu-
ments and policies and indicates whether the President or his major
policy advisers read the document.
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Editorial notes and additional annotation summarize pertinent
material not printed in the volume, indicate the location of additional
documentary sources, provide references to important related docu-
ments printed in other volumes, describe key events, and provide sum-
maries of and citations to public statements that supplement and eluci-
date the printed documents. Information derived from memoirs and
other first-hand accounts has been used when appropriate to supple-
ment or explicate the official record.

The numbers in the index refer to document numbers rather than
to page numbers.

Advisory Committee on Historical Diplomatic Documentation

The Advisory Committee on Historical Diplomatic Documenta-
tion, established under the Foreign Relations statute, reviews records,
advises, and makes recommendations concerning the Foreign Relations
series. The Advisory Committee monitors the overall compilation and
editorial process of the series and advises on all aspects of the prepara-
tion and declassification of the series. The Advisory Committee does
not necessarily review the contents of individual volumes in the series,
but it makes recommendations on issues that come to its attention and
reviews volumes as it deems necessary to fulfill its advisory and statu-
tory obligations.

Declassification Review

The Office of Information Programs and Services, Bureau of Ad-
ministration, conducted the declassification review for the Department
of State of the documents published in this volume. The review was
conducted in accordance with the standards set forth in Executive
Order 13526 on Classified National Security Information and appli-
cable laws.

The principle guiding declassification review is to release all infor-
mation, subject only to the current requirements of national security as
embodied in law and regulation. Declassification decisions entailed
concurrence of the appropriate geographic and functional bureaus in
the Department of State, other concerned agencies of the U.S. Govern-
ment, and the appropriate foreign governments regarding specific doc-
uments of those governments. The declassification review of this vol-
ume, which began in 2014 and was completed in 2015 resulted in the
decision to withhold 2 documents in full, excise a paragraph or more in
2 documents, and make minor excisions of less than a paragraph in 14
documents.

The Office of the Historian is confident, on the basis of the research
conducted in preparing this volume and as a result of the declassifica-
tion review process described above, that the documentation and edito-
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rial notes presented here provide a thorough, accurate, and reliable
record of the Carter administration’s foreign policy toward Panama.

Stephen P. Randolph, Ph.D. Adam M. Howard, Ph.D.
The Historian General Editor

Bureau of Public Affairs
October 2016






Preface

Structure and Scope of the Foreign Relations Series

This volume is part of a subseries of volumes of the Foreign Rela-
tions series that documents the most important issues in the foreign
policy of the administration of Jimmy Carter. The volume covers U.S.
policy toward Panama from 1977 to January 1981, with a focus on the
Carter administration’s efforts to negotiate, sign, ratify, and implement
new Panama Canal treaties. The volume also covers issues between the
United States and Panama not related to the Panama Canal treaties. For
key companion volumes to this volume, see Foreign Relations,
1969-1976, Volume XXII, Panama, 1973-1976, which documents the
Panama Canal treaty negotiations of the Nixon and Ford administra-
tions that laid the foundation for the Carter administration’s negotia-
tions. See also Foreign Relations, 1969-1976, Volume E-10, Documents
on American Republics, 1969-1972, which covers U.S.-Panamanian re-
lations from 1969-1972. For documentation on the origins of the
Panama Canal Treaty re-negotiation issue during the Johnson adminis-
tration, see Foreign Relations, 1964-1968, Volume XXXI, South and Cen-
tral America; Mexico. For key context documenting U.S. policy toward
Central America and Panama’s role in regional affairs during the
Carter administration, see Foreign Relations, 1977-1980, Volume XV,
Central America. For additional regional context, see Foreign Relations,
1977-1980, Volume XXIV, South America; Latin America Regional and
Foreign Relations, 1977-1980, Volume XXIII, Mexico, Cuba, and the
Caribbean.

Focus of Research and Principles of Selection for Foreign Relations,
1977-1980, Volume XXIX

This volume focuses on the Carter administration’s efforts to nego-
tiate, sign, ratify, and implement new Panama Canal treaties. The
Carter administration inherited the Panama Canal treaties re-negotia-
tion issue after 13 years of off-and-on-again negotiations, and Carter
made it a top foreign policy priority when he took office in January
1977. The volume traces the administration’s commitment to achieving
what proved to be an unpopular, challenging, but ultimately successful
foreign policy objective.

Documents selected for this volume highlight the high-level deci-
sion-making on this issue within the White House, Department of
State, and Department of Defense and demonstrate how personally
committed President Carter was to concluding new treaties. Even
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X Preface

though the negotiation of new treaties and the concept of turning the
canal over to Panamanian control proved to be politically unpopular,
Carter remained invested and highly involved in the issue from begin-
ning to end, even as he recognized the political capital required to
succeed.

Obstacles the administration faced to successfully concluding new
treaties included having them ratified by the U.S. Congress, which,
along with the U.S. public, remained largely opposed to negotiating a
new treaty with Panama. The documentation covers the executive
branch’s rigorous public relations campaigns to win ratification votes
in the Senate; the administration’s outreach strategies to win over the
U.S. people; attempts by members of Congress to defeat the treaties
during the ratification process; and Carter administration officials” and
U.S. diplomats’ efforts to assuage the concerns and frustration of the
Panamanian leadership, often expressed by its leader Omar Torrijos as
the ratification fight unfolded.

This volume also documents the decision-making that drove the
administration’s approach to the legislation required to implement the
treaties once they were ratified and the negotiations with those mar-
shalling it through Congress. Day-to-day implementation of the trea-
ties in Panama, overseen mainly by the Department of Defense, is not
covered in this volume. In addition to the documentation concerning
the treaties, the volume includes coverage of other significant bilateral
issues and the expressed desire of leaders from both nations to move
their relationship beyond the canal. These bilateral issues included U.S.
attempts to influence Panamanian involvement in the affairs of other
Central American nations, particularly Nicaragua and El Salvador, and
Panama’s hosting of the Shah of Iran in the winter of 1979-1980 at the
request of the United States.
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Sources

Sources for Foreign Relations, 1977-1980, Volume XXIX, Panama,
1977-1981

The records of the White House, the Department of State, and the
Department of Defense provided the bulk of the key documentation for
this volume. The Carter Presidential Library in Atlanta, Georgia, is the
best source of high-level decision-making on the administration’s pol-
icies toward Panama. The Library’s National Security Adviser files con-
tain a number of important collections. In particular, the State Evening
Reports from Secretary of State Vance to President Carter, found in the
Brzezinski Material Subject File, contain some of the best records of
Carter’s handwritten thoughts and decision-making on the Panama
Canal Treaties issue. The Brzezinski Material Trip File holds a wealth of
important memoranda from National Security Adviser Brzezinski to
Carter and between Brzezinski and other high-level interagency offi-
cials. The President’s Correspondence with Foreign Leaders File in the
Brzezinksi Material provided critical correspondence between Carter
and Torrijos and Royo, in addition to other records. The Brzezinski Ma-
terial Country File and the Brzezinski Office File also contain valuable
memoranda. Within the NSC staff, Robert Pastor was a key player on
Panama issues, and the Pastor Country files on Panama in the Staff Ma-
terial, North/South collection, provided numerous essential docu-
ments for this volume. In the Office of the Chief of Staff files, Hamilton
Jordan’s Files provided key documents on a range of issues, including
two pivotal telcons between Carter and Torrijos in March of 1978 and
congressional outreach and public relations records. Other valuable
collections for this volume include the Papers of Walter F. Mondale,
who was directly involved in the treaties issue, the NSC Institutional
Files, which document the Presidential Review Policy Process and
Policy Review Committee meetings as well as other important topics,
and the Subject File in the White House Central Files.

Records of the Department of State, located at the National Ar-
chives and Records Administration facility in College Park, Maryland,
and at the Department of State, provided essential materials for this
volume. The Official and Personal Files of Ambassador at Large Ells-
worth Bunker (Lot 78D300) contain the richest source of key documents
on negotiating the treaties with Panama, including transcripts and
summaries of negotiations, important memoranda of conversation, and
strategizing documents. The files of Assistant Secretary for Congres-
sional Affairs J. Brian Atwood (Lot 81D115) proved to be useful for doc-
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umenting public and congressional outreach efforts. Files from Ameri-
can Embassy Panama were helpful, particularly the Panama Canal
Treaty Negotiation Files, 1964-1977 (Lot 81F1) for providing important
memoranda of conversation, telegrams, transcripts and other docu-
ments related to the 1977 negotiations. The files of Secretary of State
Cyrus Vance and Deputy Secretary of State Warren Christopher pro-
vided select documents, and the records of David P. Newsom, Under
Secretary for Political Affairs, 1978-1981 (Lot 81D154) were the main
source of documents on the Shah of Iran’s stay in Panama. The Depart-
ment’s Central Foreign Policy File contained useful telegrams.

The Department of Defense played a central role in the Carter
administration’s foreign policy toward Panama, and the documents se-
lected for this volume provide an essential high-level Department of
Defense perspective. The key collections mainly came from Record
Group 330, Records of the Office of the Secretary of Defense, held at the
Washington National Records Center in Suitland, Maryland. The 1A
Region Files, 1974-1979, contain the records of the Department of De-
fense’s lead representative on the Panama Canal Treaties within the in-
teragency, General Welborn G. Dolvin, and provided a rich source of
materials. The Official Records (Secret and Below) of the Secretary of
Defense, the Deputy Secretary of Defense and the Special Assistant to
the Secretary and Deputy Secretary of Defense also proved valuable. In
addition, the Records of the U.S. Joint Chiefs of Staff, RG 218, Records
of Chairman George S. Brown and Records of Chairman David C. Jones
contained helpful documentation.

Other valuable collections for this volume include Central Intelli-
gence Agency files, the Sol M. Linowitz Papers at the Library of
Congress, and Record Group 185, the records of the Panama Canal at
the National Archives and Records Administration facility in College
Park, Maryland.

In addition to the paper files cited below, a growing number of
documents are available on the Internet. The Office of the Historian
maintains a list of these Internet resources on its website and en-
courages readers to consult that site on a regular basis.

Unpublished Sources

Department of State, Washington, D.C.

Central Foreign Policy File. These files have been transferred or will be transferred to the
National Archives and Records Administration in College Park, Maryland.

P Reels
D Reels
N Reels
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INR/IL Historical Files. Files of the Office of Intelligence Coordination, containing records
from the 1940s through the 1980s, maintained by the Office of Intelligence Liaison,
Bureau of Intelligence and Research

Lot Files. These files have been transferred or will be transferred to the National Archives
and Records Administration in College Park, Maryland.

American Embassy Panama
Panama Canal Treaty Negotiations Files, 1964-1977, Lot 81F1

Panama Canal Treaty Negotiation Files, Classified and Unclassified, Political
and Economic Files 19761978, Lot 80F162

Political Section Classified Files, 1978, Lot 81F59

Political Section Unclassified Files, 1978, Lot 81F58

Classified Political Subject Files, 1979, Lot 82F93

Unclassified Political Subject Files, 1979, Lot 82F94

Classified and Unclassified Political Subject Files, 1979-1980, Lot 83F67
Bureau of Inter-American Affairs

Office of the U.S. Permanent Mission to the OAS, Luigi R. Einaudi Country
Files, 1977-1989, Lot 91D371

Office of the U.S. Permanent Mission to the OAS, Luigi R. Einaudi Administra-
tion and People Files, 1974-1989, Lot 91D372

Office of the Executive Secretariat
Records of Cyrus R. Vance, Secretary of State, 1977-1980, Lot 84D241

Records of David P. Newsom, Under Secretary for Political Affairs, 1978-1981,
Lot 81D154

Personal Files of Secretary of State Cyrus R. Vance, Lot 80D135
Principal and S/S Memoranda for 1977, Lot 79D31
Principal and S/S Memoranda for 1978, Lot 80D90

National Archives and Records Administration, College Park, Maryland

Record Group 59, Files of the Department of State
Central Foreign Policy File

Files of Assistant Secretary for Congressional Affairs, J. Brian Atwood, Subject
Files and Chrons 1977/78/79/80, Lot 81D115

Official and Personal Files of Ambassador at Large Ellsworth Bunker, Lot
78D300

Official Working Papers of the Director of the Policy Planning Staff Anthony
Lake, 1977—]January 1981, Lot 82D298

Records of the Office of the Deputy Secretary, Warren Christopher, Lot 81D113

Records of the Under Secretary of State for Security Assistance, Science and
Technology, Security Assistance Country and Subject Files, 1979, Lot 82D44

Subject Files of Secretary of State Edmund S. Muskie, 1963-1981, Lot 83D066
Record Group 185, Records of the Panama Canal

Negotiation and Planning Records for the 1977 Panama Canal Treaty

Subject Files of the 1979 Panama Canal Treaty Planning Group, 1950-1980 (En-

try 13)

Record Group 218, Records of the U.S. Joint Chiefs of Staff

Records of Chairman George S. Brown

Records of Chairman David C. Jones



XVIII Sources

Jimmy Carter Presidential Library

Donated Historical Material
Brzezinski Donated Material
Papers of George D. Moffett
Papers of Walter F. Mondale

National Security Affairs
Brzezinski Material
Agency File
Brzezinski Office File
Country File
Presidential Correspondence with Foreign Leaders File
Subject File
Trip File

National Security Affairs
Staff Material
North/South
Office
Press and Congressional Relations

National Security Council
Institutional Files

President’s Files
Plains Files

Presidential Materials
President’s Daily Diary

Staff Office Files

Records of the Office of the Chief of Staff
Hamilton Jordan’s Files
Landon Butler’s Files

Records of the Office of Congressional Liaison
Bob Beckel’s Subject Files
Frank Moore’s Subject Files
Jeff Neuchterlein’s Subject Files

Vertical File

White House Central Files
Subject File

Central Intelligence Agency

Directorate of Intelligence, Office of Current Intelligence Files
Job 79M00983A
Job 80M00165A
Job 80R01362A



Sources XIX

Job 82B00007R
Job 82B00421R
Job 97500360R

Library of Congress

Sol M. Linowitz Papers

National Security Council

Carter Intelligence Files

Washington National Records Center, Suitland, Maryland

Record Group 330, Records of the Office of the Secretary of Defense
IA Region Files, 1974-1979, FRC: 330-87-0068
AGC International Affairs, 1952-1981, FRC: 330-84-0047
1977 Country Files, FRC: 330-80-0035
Foreign Military Rights Affairs, 1970-1977, FRC: 330-79-0089
Foreign Military Rights Affairs, 1969-1978, FRC: 330-80-0024

1977 Official Records (Secret and Below) of the Secretary of Defense, the Deputy
Secretary of Defense and the Special Assistant to the Secretary and Deputy
Secretary of Defense, FRC: 330-80-0017

1978 Official Records (Secret and Below) of the Secretary of Defense, the Deputy
Secretary of Defense and the Special Assistant to the Secretary and Deputy
Secretary of Defense, FRC: 330-81-0202

1979 Official Records (Secret and Below) of the Secretary of Defense, the Deputy
Secretary of Defense and the Special Assistant to the Secretary and Deputy
Secretary of Defense, FRC: 330-82-0205

1980 Official Records (Secret and Below) of the Secretary of Defense, the Deputy
Secretary of Defense and the Special Assistant to the Secretary and Deputy
Secretary of Defense, FRC: 330-82-0217

1981 Official Records (Secret and Below) of the Secretary and Deputy Secretary of
Defense, and the Executive Secretary to the Secretary and Deputy Secretary of
Defense, FRC: 330-83-0104

Published Sources

Arthur Andersen and Co. Analysis of the Estimated Cash Requirements of the Panama Canal
Commission, 1979-1983. Chicago: A. Andersen, 1978.

Brzezinski, Zbigniew. Power and Principle: Memoirs of the National Security Adviser,
1977-1981. New York: Farrar, Straus, and Giroux, 1983.

Carter, Jimmy. Keeping Faith: Memoirs of a President. New York: Bantam Books, 1982.

. White House Diary. New York: Farrar, Straus, and Giroux, 2010.

The Chicago Tribune.

Jorden, William J. Panama Odyssey. Austin: University of Texas Press, 1984.

Linowitz, Sol M. The Making of a Public Man: A Memoir. Boston: Little, Brown and Co.,
1985.

The New York Times.

Newsweek.

Organization of American States. Charter of the Organization of American States. Wash-
ington: Pan American Union, 1949.




XX Sources

. Inter-American Commission on Human Rights, Report on the Situation of Human
Rights in Panama. Washington: General Secretariat, Organization of American States,
1979.

Time.

United Nations. Charter of the United Nations. Washington: U.S. Government Printing Of-
fice, 1945.

Yearbook of the United Nations, 1967, 1973. United Nations, New York: Office of
Public Information, 1969, 1976.

United States Atlantic-Pacific Interoceanic Canal Study Commission. Interoceanic Canal
Studies, 1970: Final Report. Washington: U.S. Government Printing Office, 1971.
United States Congress. Congressional Record. Washington: U.S. Government Printing

Office.

United States Department of State. Bulletin, 1977-1980. Washington.

_ . Final Environmental Impact Statement for the New Panama Canal Treaties. Wash-
ington: U.S. Government Printing Office, 1977.

United States National Archives and Records Administration. Public Papers of the Presi-
dents of the United States: Lyndon B. Johnson, 1963-1964. Washington: U.S. Govern-
ment Printing Office, 1965.

. Public Papers of the Presidents of the United States: Gerald R. Ford, 1976-1977. Wash-

ington: U.S. Government Printing Office, 1979.

. Public Papers of the Presidents of the United States: Jimmy Carter, 1977-1981. Wash-
ington: U.S. Government Printing Office, 1978-1982.

The Wall Street Journal.

The Washington Post.




Abbreviations and Terms

AAJ/LA, Office of the Assistant Administrator and Deputy U.S. Coordinator

AFL-CIO, American Federation of Labor and Congress of Industrial Organizations

AID, Agency for International Development

AMB, Ambassador

ACAN-EFE, Panamanian news service

ASD/ISA, Assistant Secretary of Defense for International Security Affairs

APO, Army Post Office

ARA, Bureau of Inter-American Affairs, Department of State

ARA/ECP, Office of Regional Economic Policy, Bureau of Inter-American Affairs, De-
partment of State

ARA/PAN, Office of Panamanian Affairs, Bureau of Inter-American Affairs, Department
of State

ARA/USOAS, Permanent Mission of the United States of America to the Organization of
American States, Bureau of Inter-American Affairs, Department of State

ASA, Assistant Secretary of State

ASAP, as soon as possible

BG, Brigadier General
BEQ, Bachelor Enlisted Quarters
BWG, Binational Working Group

CA, covert action

CBS, Columbia Broadcasting System

CEC USN, Civil Engineer Corps, United States Navy
CIA, Central Intelligence Agency

CIEC, Conference on International Economic Cooperation
CINC, Commander in Chief

CINCLANT, Commander in Chief, Atlantic Command
CINCSO, Commander in Chief, Southern Command
CINCSOUTH, Commander in Chief, Southern Command
CJCS, Chairman of the Joint Chiefs of Staff

CODEL, Congressional Delegation

COB, close of business

COL, Colonel

CONDECA, Central American Defense Council

CONUS, Continental United States

CRYV, Cyrus R. Vance

CV, Cyrus Vance

D, Office of the Deputy Secretary of State; also Democrat

DA, David Aaron

DCM, Deputy Chief of Mission

DCI, Director of Central Intelligence, Central Intelligence Agency

DDCI, Deputy Director of Central Intelligence, Central Intelligence Agency

DDO, Deputy Director of Operations, Central Intelligence Agency

DDOYJLA, Deputy Director of Operations for Latin America, Central Intelligence Agency
DEEF, Defense

XXI



XXII Abbreviations and Terms

DIA, Defense Intelligence Agency

DISSEM, Dissemination Information

DO, Director of Operations, Central Intelligence Agency

DOA, Department of the Army

DOD, Department of Defense

DODV/ISA, Assistant Secretary of Defense for International Security Affairs
DOI, Department of Interior

DOT, Department of Transportation

E, Under Secretary of State for Economic Affairs

EB, Bureau of Economic and Business Affairs, Department of State
EDT, Eastern Daylight Time

EIS, Environmental Impact Statement

EMB, Embassy

EXDIS, Exclusive Distribution

EXIM, Export Import Bank

Ex-Im, Export Import Bank

FAA, Federal Aviation Administration

FFB, Federal Financing Bank

FM, from

FMS, Foreign Military Sales

FSLN, Sandinista National Liberation Front (Nicaragua)

FSO, Fund for Special Operations, Inter-American Development Bank
FY, Fiscal Year

FYI, For Your Information

GA, Georgia

G-2, Military Intelligence Unit

Gen., General

GN, Guardia Nacional (Panamanian National Guard)

GNP, Gross National Product

GOI, Government of Iran

GON, Government of Nicaragua

GOP, Government of Panama; also Grand Old Party (Republican Party)
GPO, Government Printing Office

GSP, Generalized System of Preferences

H, Bureau of Congressional Relations, Department of State

HA, Bureau of Human Rights and Humanitarian Affairs, Department of State
HB, Harold Brown

HEW, Department of Health, Education and Welfare

HFAC, House Foreign Affairs Committee

HIRC, House International Relations Committee
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Panama, 1977-1980

Negotiation and Signing of the Panama Canal
Treaties, October 6, 1976-September 9, 1977

1. Editorial Note

On October 6, 1976, during a Presidential campaign debate with
President Gerald R. Ford, candidate Jimmy Carter stated he “would
never give up complete control or practical control of the Panama
Canal Zone, but I would continue to negotiate with the Panamanians
.. . I believe that we could share more fully responsibilities for the
Panama Canal Zone with Panama. I would be willing to continue to
raise the payment for shipment of goods through the Panama Canal
Zone. I might even be willing to reduce to some degree our military
emplacements in the Panama Canal Zone, but I would not relinquish
practical control of the Panama Canal Zone in the foreseeable future.”
Ford responded: “The United States must and will maintain complete
access to the Panama Canal. The United States must maintain a defense
capability of the Panama Canal, and the United States will maintain
our national security interests in the Panama Canal. The negotiations
for the Panama Canal started under President Johnson and have contin-
ued up to the present time. I believe those negotiations should continue.
But there are certain guidelines that must be followed, and I've just
defined them.” (Public Papers: Ford, 1976-77, Book III, pp. 2430-2431)

In an October 7 meeting, Panamanian Foreign Minister Aquilino
Boyd expressed his frustration with the Presidential candidates” state-
ments about Panama to Secretary of State Kissinger, commenting;:
“Everyone at home is upset by the debate.” Kissinger responded:
“Everyone here is upset too. I am in complete agreement.” Kissinger
called Carter’s comments “totally irresponsible” and professed the Ford
administration’s commitment to the negotiations. (Foreign Relations,
1969-1976, Volume XXII, Panama, 1973-1976, Document 134) In an
October 15 memorandum, Sol M. Linowitz, attorney for Coudert Broth-
ers and head of the Linowitz Commission, described an October 7
meeting with Boyd during which he expressed his “great concern”
regarding Ford and Carter’s public statements about the Panama Canal,
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adding that Panamanian General Omar Torrijos was “deeply dis-
turbed” by the remarks. Linowitz sought to assure Boyd “as to the
commitment of Governor Carter to the improvement of U.S.-Latin
American relations and said that it was my firm conviction that he
would be approaching all hemispheric issues—including Panama—in
a spirit of cooperation and understanding.” Linowitz proceeded to
telephone Carter foreign policy advisor Cyrus R. Vance and “passed
on to him the substance of the concern which had been expressed to
me.” (Foreign Relations, 1969-1976, Volume XXII, Panama, 1973-1976,
Document 136) In an October 24, 1976, paper, Vance outlined what
he believed should be the key foreign policy themes for the Carter
administration and argued for negotiating a new treaty with Panama.
Vance recognized the treaty issue was charged and emotional and that
the political situation in Congress was difficult, but he believed “that
we must make the effort to negotiate such a treaty if we are to develop
proper relations with Latin America . . . it must be noted that the U.S.
is largely committed as a result of the negotiations to date. To move
backward would be viewed by many as reneging on our commitments
and would run the risk of conflict. Accordingly, I believe that the new
Administration should not interfere in the negotiations which will be
going on between now and the change of administration, but should
keep itself closely informed. Thereafter, the new Administration must
face up to completing the negotiations and carrying the battle to the
Congress.” (National Archives, RG 59, Files of Anthony Lake, S/P,
1977-1981, Lot 82D298, Box 1, TL Vance/President Sensitive 12/78—
1/79)

Kissinger, President-elect Carter, Vice President-elect Walter Mon-
dale, and Mondale foreign policy adviser David Aaron discussed the
Panama Canal negotiations during a November 20 meeting. (Foreign
Relations, 1969-1976, Volume XXII, Panama, 1973-1976, footnote 4, Doc-
ument 136) In a December 10, 1976, telegram, the Department reported
that on December 3, 1976, Kissinger met with Boyd and assured him
that Kissinger had “spoken with the president-elect on Panama; he
would be suggesting that Secretary-designate Vance give resolution of
this problem a high priority.” (Foreign Relations, 1969-1976, Volume
XXII, Panama, 1973-1976, Document 144) Prior to his inauguration,
Carter decided to name Linowitz as his representative on the negotia-
ting team. Carter’s first Presidential Review Memorandum of January
21, 1977, addressed the issue of concluding new canal treaties with
Panama.
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2. Presidential Review Memorandum!

Washington, January 21, 1977

TO

The Vice President
The Secretary of State
The Secretary of Defense

ALSO

The United States Representative to the United Nations
The Chairman, Joint Chiefs of Staff
The Director of Central Intelligence

SUBJECT
Panama (U)

The President has directed that the Policy Review Committee,
under the chairmanship of the Department of State, undertake a review
of our interests and objectives with regard to concluding new canal
treaties with Panama.

The review should:

1. Review the key issues with respect to Panama Canal Treaty
negotiations, including the principal changes in the positions of both
sides.

2. Review and analyze our present interests and objectives with
regard to concluding new treaties with Panama, including timing, and
options open to us to achieve these objectives.

3. Provide a State/CIA assessment of the present internal situation
in Panama and its relationship to our policy toward the Torrijos regime
and our policy on the canal treaties.

4. Provide a Defense assessment of the military implications of
various treaty options.

5. Assess the impact of Panama Canal Treaty negotiations on U.S.-
Latin American relations and our relations with the developing world.

6. Suggest appropriate revisions to NSDM 302, dated August 18,
1975 (see attached).?

7. Suggest a strategy and program for dealing with the Congress
and the general public.

1 Source: Carter Library, National Security Council Institutional Files, Box 2, PRM/
NSC 1-24 (1). Secret.

2 Attached but not printed. See Foreign Relations, 1969-1976, vol. XXII, Panama,
1973-1976, Document 95.
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The review should be no longer than 20 pages. It should be com-
pleted by January 20, in time for consideration by the Policy Review
Committee in the week of January 24.3

The President has further directed that a comprehensive, long-
term review of Latin America be undertaken by the Policy Review
Committee. The review will be due in the spring, and a follow-on
tasking memorandum will be forthcoming.*

Zbigniew Brzezinski

35In a January 12 memorandum to Vance, Brown, Young and Turner, Brzezinski
directed that a working group made up of representatives from the State, Defense,
National Security Council (NSC) and Central Intelligence Agency (CIA) transition teams
be established for this review, already begun by the State Department transition team
under Vance. (Carter Library, National Security Affairs, Staff Material, North/South,
Box 42, Pastor, Country, Panama, PRM-1, 1/77)

4PRM/NSC 17, dated January 26, which directed a review of U.S. policy toward
Latin America and the March 12 study prepared in response, are scheduled for publication
in Foreign Relations, 1977-1980, vol. XXIV, South America; Latin America Regional,
1977-1980.

3. Paper Prepared in the Department of State'

Washington, January 21, 1977

[Omitted here is the table of contents.]
POLICY REVIEW MEMORANDUM: PANAMA
I. CURRENT SITUATION

Our basic national interest in Panama is that the Canal remain
efficient, secure, neutral, and continuously open to all world shipping
at reasonable tolls. The present Canal has served us well over the years,
and is still a “major” defense asset which enhances U.S. capability for
timely reinforcement of U.S. Forces and flexibility in deployment (Tab
1, Strategic Importance of Canal).?

1 Source: Carter Library, National Security Affairs, Staff Material, North/South,
Box 42, Panama, PRM-1, 1/77. Secret. Prepared in response to PRM-1. The Defense
Department and CIA contributed to the paper.

2Tab 1 is attached but not printed.



October 6, 1976-September 9, 1977 5

While its near-term economic value may be enhanced by the
requirement to transport Alaskan oil to the Gulf Coast, it is now an
aging utility of declining commercial value. Of total tonnage that tran-
sits the Canal, about 44% originates in, and 22% is destined for, U.S.
ports. These figures represent 16% of total U.S. export and import
tonnage. More than 30% of Panama’s foreign exchange earnings and
13% of its GNP are attributed to the presence of the Canal.

Alternatives to the Canal have emerged—use of super tankers,
land bridge, pipelines. After 63 years of operation, the Canal’s strategic
significance has diminished, while its potential as a source of conflict
has increased. Moreover, it is the intelligence community’s estimate
that while delay in a treaty invites violence against the Canal, it would
also endanger Torrijos’ position.®> Therefore both Panama and the
United States have incentives to negotiate seriously and quickly.

The Panama Canal Company and Canal Zone Government are
independent financially self-supporting agencies of the United States
Government. The Secretary of the Army acts as the direct representative
of the President in supervising the operation of these agencies. (For
further data concerning the Canal and Zone, see Tab 2.)*

Our central objective over the past 12 years has been to protect
our national interest by negotiating a new treaty with Panama that
would eliminate what have been viewed as anachronistic “colonial”
aspects of our presence in Panama without endangering the continuing
operation, safety and availability of the Canal. Any agreement must
be acceptable to Panama, the Congress, the Federal agencies involved
and the American public.

Our negotiators believe that we can, with continued effort, shortly
be within reach of a treaty with Panama that will meet these require-
ments, provided that both sides are willing to make compromises on
certain issues. Though we differ over questions related to the exercise
of sovereignty, particularly over the nature and duration of the United
States defense role, Panama’s national interest in an open, efficient and
safe canal is similar to ours. The Torrijos Government is—in comparison
to any successor government conceivable now—one from which we
can get more of what we want and one with which we have the best
chance of negotiating a lasting treaty (National Intelligence Estimate
[NIE] Summary, Tab 3).°

3 A reference to National Intelligence Estimate (NIE) 84-1-77, “Panama: Develop-
ments and Prospects,” dated January 6. (Central Intelligence Agency, National Intelli-
gence Council, Job 82B00421R: NFIB Documents—Microfiche, Box 1, Folder 4: Soviet
Civil Defense Collection and Production Strategy for 1972)

4Tab 2 is attached but not printed.

5 Tab 3, the précis of NIE 84-1-77, is attached but not printed.
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Much progress has been made since 1974 including agreement to
cede legal jurisdiction over the present Canal Zone to Panama and to
increase Panamanian participation in the operation of the Canal while
retaining a primary U.S. operation and defense role. The negotiations
have, however, been essentially stalled since February 1976. The major
issues that remain to be resolved include treaty duration (which is
particularly important to Panama), and post-treaty defense rights and
neutrality (which are particularly important to the U.S.). Other polit-
ically sensitive issues include employee benefits (which affect some
3,800 U.S. citizen employees) and United States use of the lands and
waters of the Canal Zone during the treaty period on which positive
movement has been made during the past year on an informal and
“what if” basis.

Once our negotiators reach agreement in principle on the main
treaty issues, they can begin to draft the actual treaty—a process that
has not yet commenced.

It should be emphasized that domestic politics in both countries
have added greatly to the numerous problems inherent in this complex
negotiation; they affect—sometimes unpredictably—many individual
issues, as well as the pace and conduct of the negotiations and their
public presentation in both Panama and the U.S. (Tab 4, Major Forces
Involved).®

The negotiation of a new Canal treaty, moreover, is not a purely
bilateral issue. Panama has elicited broad expressions of support from
individual countries, the United Nations, the OAS and in the non-
aligned movement of developing countries.

While Panama probably overemphasizes the value of international
support at the negotiating table, a breakdown of the negotiations would
gravely burden our policies throughout this Hemisphere, where the
talks are generally viewed as a practical test of U.S. credibility. Con-
versely, to many Latin American countries the Canal is even more
important commercially than it is to the United States. Those countries
are supportive of a Canal treaty that will insure continuous effective
operation and defense of the Canal.

In sum, the successful conclusion of a new treaty that would protect
our basic national interests in the Canal would do more than remove
a source of tension and potential bloodshed: it would strengthen the
reputation of the United States as a force for creative world leadership.

6 Tab 4 is attached but not printed.
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II. BACKGROUND
A. Negotiating History

The commitment to negotiate a new treaty to replace the Hay-
Bunau-Varilla Treaty of 1903—which gave the United States the rights
to construct, operate, maintain and defend a canal across Panama in
perpetuity—was made publicly in 1964 by President Johnson after
consulting with former Presidents Truman and Eisenhower.”

Three draft treaties were initialled in 1967% but never signed by
either country. The 1971-72 negotiations ended in a stalemate which
led to a United Nations Security Council meeting in Panama in 1973,
where the United States was forced to exercise its right of veto.?

In February 1974 the Secretary of State and the Panamanian Foreign
Minister signed a Joint Statement containing eight principles (Tab 5)
to guide the formulation of a new treaty.'” These principles stipulate
essentially that:

—the new treaty will be for a fixed term;

—Panama will grant the United States the rights and use of lands
necessary to operate and defend the Canal during the treaty’s lifetime;

—the United States will return to Panama jurisdiction over all of
its territory (the Canal Zone) and provide for increased Panamanian
participation in the operation of the Canal.

B. Negotiating Approach and Guidance

Ambassador Ellsworth Bunker was appointed Chief U.S. Negotia-
tor in late 1973. Bunker’s approach, which was fully coordinated
between the Departments of State and Defense, was to attempt to
satisfy Panamanian aspirations for full sovereignty over all of its terri-
tory, while ensuring that the U.S. would maintain primary responsibil-
ity for the operation and defense of the Canal during the treaty’s
lifetime.

7On December 18, 1964, Johnson announced his decision to propose to Panama
the negotiation of a new Panama Canal Treaty. For the full text of Johnson’s remarks,
see Public Papers: Johnson, 1963-1964, Book II, pp. 1663-1665.

8 See Foreign Relations, 1964-1968, vol. XXXI, South and Central America: Mexico,
Document 439.

9 The U.N. Security Council held 10 meetings in Panama City March 15-21, 1973,
many of which focused on the canal and the Canal Zone. On March 21, the Security
Council voted on a draft resolution sponsored by Panama and Peru, which, among other
things, called for the prompt execution of a new canal treaty. The U.S. vetoed the draft
resolution, arguing that its matters were in the process of bilateral negotiations, making
it inappropriate for the Security Council to adopt a resolution dealing with those matters.
For further explanation of the meetings, the draft resolution and the Security Council
decision, see Yearbook of the United Nations, 1973, pp. 165-170.

10 Tab 5 is attached but not printed. For the text of the principles, see the Department
of State Bulletin, February 25, 1974, pp. 184-185.
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Presidential Guidance is contained in NSDMs 302, 131 and 115
(Tab 6).1! It should be noted that these NSDMs were written to address
individual treaty questions at particular moments in the negotiations.
They are not, therefore, all inclusive. The main issues treated in the
NSDMs concern duration, jurisdiction, lands and waters, expansion
and post-treaty guarantees.

Within the framework of this guidance, Ambassador Bunker was
able to negotiate three conceptual agreements with Panama in Novem-
ber 1974. These are:

—Threshold Agreement on Protection and Defense of the Canal.
This would give the United States primary responsibility for the protec-
tion and def%znse of the Canal during the lifetime of the treaty. Panama
would participate in Canal protection. Panama and the United States
would retain unilateral rights to take action necessary to protect and
defend the Canal. Both fparties committed themselves to maintain the
permanent neutrality of the waterway.

—Threshold Agreement on Increasing Panamanian Participation
in the Administration of the Canal. Panama agreed that the United
States would have the primary responsibility for the operation of the
Canal during the term of the treaty. Panamanian citizens would have
growing participation in all levels of employment and in the formula-
tion of overall policy concerning Canal operation.

—Threshold Agreement on Jurisdiction and Rights of Use. It was
agreed that jurisdiction over the Canal Zone would return to Panama
during a three-year transition period. Panama would confer upon the
United States, the use of the areas which are necessary for the specific
purposes of the operation, maintenance, protection and defense of the
Canal. The specific lands and waters areas would be determined during
the treaty negotiations.

In March 1975 Bunker also obtained Panama’s agreement to a draft
Status of Forces Agreement granting to United States military forces
stationed in Panama standard military privileges and immunities
(Tab 8).12

C. Areas of Disagreement with Panama

The major issues of disagreement are: (1) treaty duration; and (2)
Canal neutrality and United States post-treaty defense rights:

—Duration. Panama believes this to be the key remaining issue. It
has consistently, vigorously and publicly maintained that December
31, 1999, is the latest possible date for treaty termination. Its position

1 NSDMs 302, 131, and 115 are attached but not printed. For the full texts of
NSDM 302, 131, and 115, see Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976,
Document 95; Foreign Relations, 19691976, vol. E-10, Documents on American Republics,
1969-1972, Document 555; and Foreign Relations, 1969-1976, vol. E-10, Documents on
American Republics, 1969-1972, Document 549.

12 Tab 8 is attached but not printed.
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appears fixed. The United States agreed basically with that date only
as it applies to the termination of United States control over Canal
operation. As provided in NSDM 302, we have insisted on a 40-year
duration for United States defense rights (Paragraph B, Tab 9).

—Neutrality Guarantees and Post-Treaty Defgnse Arrangements. We
have proposed that Panama and the United States guarantee the neu-
trality of the Canal jointly and that there be a post-treaty agreement
on joint defense. Panama agrees in principle that the Canal should be
Eermanently open on a nondiscriminatory basis to all world shipping.

anama, sensitive to the “perpetuity” implications of this formula,
wants UN members to guarantee the Canal’s neutrality after the treaty’s
termination (Paragraphs C and D, Tab 9).

—In addition, there are other areas of disagreement with Panama.
They are:

—The lands and waters in the present Canal Zone, use of which
will be required by the U.S. for the operation, maintenance, defense
and protection of the Canal (Paragraph E, Tab 9).

—The privileges and immunities to be accorded U.S. employees
of the entity (a very sensitive point for the “Zonians”) (Paragraph F,
Tab 9).

—The nature and structure of the Canal entity (Paragraph G, Tab 9).

—The financial benefits which Panama would receive under the
new treaty which involves the question of whether appropriated funds
or only Canal earnings should be used for compensation (Paragraph
H, Tab 9).

—Expansion (Paragraph I, Tab 9).

D. U.S. Options on Major Issues

Duration, neutrality and post-treaty arrangements are closely
related and are the major issues in the negotiations. This inter-relation-
ship makes these issues somewhat complex but also offers opportuni-
ties for negotiation of compromise formulas that will meet essential
United States security interests while being consistent with Panamanian
concerns and domestic pressures. It is important to keep in mind that
on these issues tradeoffs which are mutually perceived to protect each
party’s basic interests could provide the basis for a final agreement.

Panama has flatly rejected the duration position (December 31,
1999, for operation and 40 years for defense) presented by the United
States negotiators. Informally, the Panamanian negotiators have
emphasized, however, that if we could terminate both operation and
defense rights (including military presence) by 2000, it could then be
“flexible” concerning new arrangements for protecting United States
security interests beyond the year 2000. Panama has not offered a
formula for such arrangements.

Our options on the duration for U.S. control of Canal operation
are: (1) hold with 1999; (2) go to 20 years as provided in existing
guidance; or (3) choose some slightly earlier date (Tab 9A, Discussion).

On duration for defense, we can hold at 40 years with several sub-
options or choose a shorter period down to the year 2000.
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Panama’s willingness to accept a given period for duration of U.S.
defense rights under a new treaty is contingent at least in part on the
type of military presence or rights which the U.S. would be authorized
to maintain after Panama assumes full control of the Canal’s operation.
The options that may be acceptable from the point of view of our
defense needs range from (a) a full military presence such as we now
maintain to (b) a token presence for the purpose of maintaining a
logistics base to (c) no presence but a right to return to protect the
Canal. There has been no decision within the Government on whether
it is necessary to keep troops and bases in Panama after our operation
rights terminate in order to protect U.S. security interests (Tab 9B,
Discussion). The uniformed services have not yet identified the level
of residual military presence or the type of formal arrangements with
Panama necessary to reasonably assure the Canal’s defense in the post-
treaty period.

Regarding the closely related questions of neutrality and post-
treaty arrangements, Defense and State agree that the U.S. wants solid
assurance (after our operational rights terminate) that the Canal will
be kept open permanently and on a nondiscriminatory basis to world
shipping and to U.S. military and commercial vessels.

The two Departments also agree that we could further the objective
of assuring access by inserting a clause in the neutrality agreement
guaranteeing that the waterway will be open on a nondiscriminatory
basis to ships of all nations—a provision to which Panama has not
objected. The issue is what states should be the guarantors and what
provisions if any need to be included to make that abstract neutral-
ity effective.

There is general Defense agreement that several options are open
for attaining the guarantee of neutrality and to make clear that U.S.
interest in the Canal is not diminished. One way to achieve this objective
would be to provide for a continuing right for the U.S. to take such
action unilaterally in Panama after the year 2000 as the U.S. (by itself)
determined was necessary to protect our interests in the Canal. (This
was the formal Defense position under the prior Administration.)
Another way of meeting this objective—which is also consistent with
the Defense position—would be a formal “agreement to agree” on a
post-treaty defense arrangement. Obviously, this “agreement to agree”
could take varied forms—e.g., a mutual security agreement separate
from but coordinated with the Canal treaty.

State is convinced that Panama would never accept an explicit
perpetual U.S. right of unilateral intervention. State further believes
that if we were to agree to a treaty ending in 2000, Panama might
accept a mechanism whereby Panama and the United States jointly
guaranteed in the neutrality treaty (perhaps joined by others, such as
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other Latins) that the waterway will always be open and neutral. State’s
reasoning is that if Panama ever closed the Canal to U.S. shipping, we
could move to counter that threat unilaterally whatever the treaty
formula. Defense believes a formal legal provision concerning post-
treaty defense is important both in itself and from the point of view
of ratification. State and Defense agree that some provision in the treaty,
or a unilateral U.S. declaration relating to a U.S. role in post-treaty
defense or insuring the Canal’s neutrality, would be useful in the
ratification process and would establish a basis for U.S. action if it were
to become necessary.

Our options on a neutrality guarantee are:

(@) joint U.S.-Panama guarantee with explicit right of
intervention*;'3

(b) joint U.S.-Panama guarantee*;!*

(c) a guarantee joined by some other countries;

(d) a unilateral U.S. guarantee; or

(e) no external guarantee, with Panama promising to operate the
Canal on a neutral and nondiscriminatory basis.

Our options on post-treaty defense arrangements involve three
areas:

(a) U.S. presence

(1) full presence similar to current forces
(2) token forces

(3) logistical base

(4) no presence

(b) U.S.-Panama defense agreement

(1) continuous U.S. defense role until agreement reached on differ-
ent role

(2) agreement to agree with continuation of treaty regime if no
agreement reached

(3) agreement to agree without continuation of treaty regime if no
agreement reached

(4) agreement to negotiate without continuation of treaty regime
if no agreement reached

(5) no provision for continuing U.S. role

13 Defense prefers either Option (a), or Option (b) if coupled with either (1) an
“agreement to agree” on a post-treaty U.S. defense role with a clear understanding that
without such agreement, U.S. defense rights under the treaty will continue or (2) a treaty
agreement on a post-treaty defense role. [Footnote is in the original.]

14 See footnote 13 above.
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(c) U.S. defense rights

(1) explicit Panamanian agreement to U.S. right to intervene

(2) unilateral U.S. declaration of intention to act if necessary to
protect interests

(3) silence: U.S. reliance on Panama’s realization of U.S. capability
to intervene.

II. ISSUES—NEXT STEP

The discussion in this section assumes that the new Administration
wishes to have a new treaty rapidly and, therefore, addresses how to
resume the negotiations and carry them forward at a satisfactory pace
to their completion. Another issue—Congressional concern—will be
addressed later.

Option [—Start with a Formal Offer

Negotiations would be resumed only after inter-agency agreement
had been reached on instructions regarding major outstanding issues.
The instructions would involve the fixing of negotiating positions on
these issues and would identify a range of choices for each.

Option II—Informal Exploration

At Presidential direction the U.S. would resume negotiations
promptly and seek through informal exploration with Panama to fill
remaining U.S. needs in exchange for U.S. acceptance of the year 2000
as the duration of a new treaty. Having first obtained—in lieu of formal
guidance—an informal understanding with the President on the limits
of his flexibility, the Chief Negotiator also would be empowered to
address other options (trade-offs) on a “what if” basis if they emerge
from the discussions. Following the talks with Panama, our negotiators
would then report back to the President with a draft “conceptual agree-
ment” and recommendations for such changes as may be necessary in
Presidential instructions.

Discussion of Options

Option I would provide the new Administration an opportunity to
examine in depth the status of the negotiations and reach a coordinated
position on the major outstanding issues. It would provide clear guid-
ance on how and at what pace to proceed. At the same time it could
facilitate coordinated efforts to gain support for a treaty with the public
and Congress. However, the time involved in early resolution of intra-
USG differences would substantially delay resumption of negotiations.
Such a delay could prevent us from reaching agreement with Panama
and gaining Congressional acceptance of a treaty this year. Failure to
resume the negotiations within a few weeks following the inauguration
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could also be interpreted by our Congressional opponents, Panama
and probably the nations of this hemisphere as a signal that the new
Administration lacks commitment to move rapidly toward a new
treaty.

Option II would allow early resumption of the negotiations and
would provide the negotiators with broad flexibility to probe for the
basis of agreement with Panama without requiring a time-consuming
prior review of U.S. positions. By providing an early positive signal
as to our intent, Option II would assure Latin America and the Third
World of our interest in speedily resolving the issue. The first step
under this option would be an initial airing of inter-agency views
through discussion of an options paper culminating in an NSC meeting
and an understanding between the President and the Chief Negotiator
on the limits of U.S. proposals. The negotiators would then meet with
their Panamanian counterparts for exploratory discussions. The
improved understanding of possible alternatives resulting from these
early discussions would then allow the different USG agencies to sur-
face the issues more clearly for prompt Presidential decision.

Option II could permit the initialing of a “conceptual agreement”
with Panama by mid-March and presentation of a draft treaty to the
President for final concurrence by June 15. Formal treaty signing could
occur by July 1 and presentation to the Senate could follow by as early
as August 1 (an early submission would be broadly advantageous to
permit ratification prior to the 1978 elections).

Implementing Actions Needed by Option 1

—Develop a USG position on all outstanding issues; subsequently,
issue instructing NSDM. If this option is selected, see Tab 9 for a
discussion of the major unresolved treaty issues together with their
related options.

—Explain to Panama that the new Administration will require
some time to formulate new positions.

—Take the necessary steps to obtain public support for a treaty
(Tab 10).

Implementing Actions Needed by Option 11

—Instruct the negotiators after Ilarompt inter-agency coordination
and early NSC consigeration to explore informally Panama’s willing-
ness to accept our needs on all oustanding issues in the event we were
to accede to the year 2000 as the date of the treaty’s termination.
Emlljower the negotiators to address other options (tradeoffs) on a
“what if” basis if they emerge from the discussions.

—Take the necessary steps to obtain public support for a treaty
(Tab 10).

There are two matters which will require early attention, whatever
the option selected.
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The first concerns Congressional relations and the negative impact
from a possible reintroduction in the Senate of the Thurmond Resolu-
tion opposing the treaty negotiations.'> While there is almost no possi-
bility that such a resolution would be adopted, it could be a liability
for the success of the negotiations and the treaty effort if it were to
attract the sponsorship of something approaching a blocking third of
the Senate membership. Sponsorship would tend to commit Senators
and make it more difficult for them to support a treaty when one is
submitted to the Senate. There is a danger that a number of Senators
might sign the resolution without fully appreciating the depth of the
Administration’s commitment to a new treaty effort—or the dangers
to our interests in the Canal from failure to have a new treaty. It would
be highly desirable to communicate the Administration’s views to indi-
vidual Senators and to urge them not to pre-judge the treaty issue.

The second matter which will require attention concerns inter-
agency coordination. Until now the negotiators have relied on ordinary
interagency coordination procedures supplemented by the efforts of the
State-Defense Support Group, which has functioned as a negotiators’
“think-tank”. This group regularly drafts informal papers which, if
approved by the negotiators, are then introduced into the formal inter-
departmental clearance process.

State believes that it is likely that this procedure will not fully serve
the Administration’s purposes once the negotiating process is resumed
and efforts are accelerated in pursuit of an early treaty. It is State’s
view that a mechanism must be established which will permit rapid
coordination of negotiating issues. Accordingly, State believes that it
would be highly desirable to establish an interagency committee under
the chairmanship of the Under Secretary of State for Political Affairs.
The members of this committee, which would function below the level
of the Policy Review Group, would be fully empowered to speak
for their agencies in addressing rapidly the negotiators” requests for
Executive Branch guidance. The Committee would include representa-
tives from State, Defense, NSC, Secretary of the Army, and Treasury
and (when appropriate) Labor, Commerce, Transportation, Justice,
CIA, OMB and the Civil Service Commission. Defense believes that except
for the most unusual circumstances, the coordination authority avail-
able to the negotiators and the existing Washington interagency mecha-
nism will be more than adequate for issues not requiring higher level

15 Thurmond introduced Senate Resolution 301 on March 29, 1974. The resolution
sought to ensure that the U.S. Government retained and protected its sovereign rights
and jurisdiction over the Panama Canal Zone. Thurmond reintroduced this resolution
on March 4, 1975, as Senate Resolution 97. For more information on Thurmond’s resolu-
tion, see Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, Documents 38 and 39.
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decision. Issues involving other agencies/departments of the Executive
Branch will be complex in nature and necessarily require thorough
analysis to insure that irrevocable mistakes are not permitted, through
haste, to become part of a major new treaty. When interagency issues
are identified, the appropriate agency should be tasked to respond to
State/Defense request for coordination. Defense suggests that standby
representatives of agencies listed above be identified early on, and if
a full interagency committee effort should be required at some future
date, the committee be chaired by a designated member of the NSC
staff.

Tab 1—Strategic Importance of the Panama Canal
Tab 2—Description of Canal operations

Tab 3—NIE Summary

Tab 4—The Forces Involved in the U.S. and Panama
Tab 5—]Joint Statement of Principles

Tab 6—NSDM 302, 131 and 115

Tab 7—Threshold Agreements

Tab 8—SOFA (Summary)

Tab 9—Major Unresolved Treaty Issues

Tab 10—Steps to Obtain Public Support for a Treaty.

Tab 9

Major Unresolved Treaty Issues!'®

Washington, undated

MAJOR UNRESOLVED TREATY ISSUES

The following issues deal with the substance of the negotiations.
They should be examined with the understanding that:

—except for lands and waters, our perception of specific Panama-
nian views is clouded by the pause in the negotiations which has
existed since February 1976. Exploration of the issues with Panama
will give a clearer focus as to what is, and what is not, negotiable;

—a seriatim review—in which each issue and the options for deal-
ing with it are considered in isolation—leaves out certain considerations
which need to be taken into account in devising an overall treaty
package that meets U.S. interests. Some interests are more important
than others. In addition, the issues are interrelated and trade-offs

16 Secret.
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among them are possible, so that the selection of an option under one
issue may depend in part on what option is chosen under another
related issue.

—the negotiability of an option relating to a specific issue may be
affected by the nature of our positions on other issues. For example,
so called “hard” positions on some issues might be acceptable to Pan-
ama in exchange for a concessionary U.S. position on others. Therefore,
a preferable approach to the issuance of negotiating guidance would
be to identify preferred and fallback positions wherever possible.

A. ISSUE—Duration of U.S. Control of Canal Operation
Definition

This issue involves determining duration of effective U.S. control
of canal operations.

Background

Presidential guidance (NSDM 302)' requires that the U.S. obtain
the rights to operate the Canal for a period not to terminate before
December 31, 1999. As a fallback negotiators are authorized to offer a
reduction of the duration of operation to a period of not less than
20 years. The Panamanian position is that U.S. operation rights shall
terminate by the year 2000. The most recent U.S. offer was 20 years
for U.S. Canal operation rights if Panama would accept 40 years for
U.S. Canal defense duration. Earlier the U.S. had offered to end Canal
operation by the year 2000. It should be noted that the new treaty’s
duration applicable to operation-related rights might exceed the dura-
tion of U.S. control over Canal operation. This possibility is discussed
further under the issue of the nature of the Canal entity.

Options
Option 1. U.S. Canal operation rights will end by December 31, 1999.

Option 1I. U.S. Canal operation rights will end in 20 years.

Option 1II. U.S. Canal operation rights will extend for some period
of less than 20 years.

Discussion

We have omitted any options which would call for a duration in
excess of our current guidance because selection of such options would
preclude any possibility of agreement with Panama. The three options
identified all appear acceptable to Panama. On the other hand, the
briefer the time period included in the three options, the more likely
it will encounter opposition from the Congress and the public.

17 See footnote 11 above.
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Guidance Changes Needed

Option I. No change needed.
Option II. No change needed.

Option III. Would require a change in Presidential guidance to
permit agreement on a period of less than 20 years.

B. ISSUE—Duration of U.S. Canal Defense Rights
Definition

This issue involves determining the duration of U.S. Canal de-
fense rights.

Background

Presidential guidance requires the negotiators to obtain a U.S. right
for unilateral defense of the Canal and Canal areas for a period of
(NSDM 302) not less than 50 years with a fallback of not less than 40
years. Panama’s position is that U.S. defense rights must terminate no
later than December 31, 1999. Panama has rejected the U.S. negotiators’
November 1975 offer of 40 years for defense.

Options
Option I. Defense duration for 40 years.

Option II. Canal defense rights for 40 years with full military pres-
ence through 1999; residual military presence with limited combat
forces in Panama for the balance of the 40 years.

Option III. Canal defense rights for 40 years. Full military presence
through 1999; residual military presence without combat forces present
in Panama for the balance of the 40 years.

Option IV. Canal defense rights for 40 years. Full military presence
through 1999; no U.S. military presence in Panama for the balance of
the 40 years.

Option V. Canal defense rights and full military presence through
1999 with reliance thereafter on separate post-treaty defense and/or
neutrality arrangements.

Discussion

We have omitted any options which would call for a duration in
excess of our current offer to Panama (40 years) because selection of
such an option would preclude any possibility of agreement with
Panama.

Panama has “definitively” rejected Option I and indicated strong
opposition to Options I, IIl and IV. Conceivably Panama would accept
some limited period for U.S. defense rights beyond the year 2000, but
the cost to the U.S. could be unacceptable in terms of less than satisfac-
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tory neutrality or post-treaty defense arrangements. On the other hand,
Option V could meet Panama’s main political concern that the treaty
terminate by 2000 while guaranteeing that there would be a mutually
satisfactory post-treaty defense and/or neutrality agreement. If Option
V were selected, Defense believes a strong post-treaty defense arrange-
ment would be essential to safeguard U.S. interests in the Canal. State
believes that a neutrality agreement would be an adequate basis for
further U.S. action.

Each of these options would encounter some resistance in Congress
and with the public. However, this opposition will be based more on
the general idea of “surrender” or “give away” than upon the adequacy
of a particular duration proposal. The shorter the term of U.S. defense
rights, the greater will be the U.S. concern. However, under Option V
independent arrangements would be provided to protect long-term
U.S. security interests.

Guidance Changes Needed

Option 1. No change to current Presidential guidance required.
Option II. No change to current Presidential guidance required.
Option III. No change to current Presidential guidance required.
Option IV. No change to current Presidential guidance required.
Option V. Instruct the U.S. negotiators to obtain a treaty with a
termination date of not earlier than 1999, on the condition that separate

post-treaty arrangements can be negotiated which will adequately pro-
tect U.S. security interests in the Canal.

C. ISSUE—Permanent Neutrality Guarantee
Definition.

This issue involves determining the best means for guaranteeing
the permanent neutrality of the canal.

Background.

Presidential guidance (NSDM 115)'® requires the negotiators to
seek a joint U.S. Panamanian guarantee that the canal will be open to
all world shipping without discrimination (at reasonable tolls). Panama
has not opposed the concept of the canal’s permanent neutrality but
has been unwilling to accept any special role in perpetuity for the U.S.
in ensuring neutrality. Panama has indicated that it would enter into
a neutrality agreement, either without a U.S. neutrality guarantee or
with a guarantee to which any country could adhere.

18 See footnote 11 above.
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Options.

There are five options, all of which would be in the context of a
permanent agreement which would establish the rules of neutrality
for the operation of the canal:

Option 1. A permanent joint U.S.-Panamanian guarantee of the
canal’s neutrality which would contain a provision that each party
could take whatever action it deems appropriate, including military
action, to counter a threat to the neutrality or security of the canal.

Option II. A permanent joint U.S.-Panamanian guarantee to each
other in broad, general language that the canal will be operated in
accordance with neutrality rules specified in the treaty, but with no
specific reference in the treaty to military action.

Option 1II. Same as Option II, but with a formal declaration by the
U.S. which Panama agrees not to challenge, that the U.S. interprets the
general guarantee language to encompass military action if necessary.

Option IV. A neutrality treaty which would be multilateral and
would contain a provision obligating all signatory states to guarantee
to each other that the canal would be operated forever in accordance
with the neutrality rules specified in the treaty. The signatories could
be limited specifically to a small number of invited states, to states
party to the Rio Pact,' or opened to any state desiring to sign under
United Nation auspices.

Option V. A bilateral neutrality treaty which would not contain any
provision obligating the U.S. to guarantee operation of the canal in
accordance with the neutrality rules set out in the treaty, but would
create only an obligation by Panama to the United States to operate
the canal forever in accordance with the neutrality rules.

Discussion of Options.

The differences among the five options are significant more in
terms of political pressures and posturing than in terms of strict legal
benefits. Any of them would legally bind Panama to keep the canal
neutral. None of them would provide the U.S. with an independent
legal right to act with force to remedy a violation of this obligation by
Panama. This is so because of restraints on the unilateral use of force
to settle disputes (even obvious violations of clear legal rights) in the
UN and OAS Charters. Therefore, the important factors in considering
these Options are their initial political acceptability and the strength
of the political justification they would provide for any necessary future
U.S. military actions.

19 The Inter-American Treaty of Reciprocal Assistance, known as the Rio Pact or
Rio Treaty, was signed by 19 American countries on September 2, 1947, in Rio de Janiero.
It asserted that aggression toward one American state would be considered an attack
on all countries bound by the treaty.
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Option I presumably would be attractive to much of the Congress
and the public, since it would be a very specific formulation of what
the United States can do to protect its security interest in the canal
forever. On the other hand, a growing segment of the Congress and
the public might believe that such a provision is an extension of a
colonial relationship and would therefore be harmful to long-term U.S.
interests in the canal and elsewhere and likely to engender opposition
from within Panama—opposition in which many countries of the world
would support Panama.

Even though most uses of force in Panama against Panama’s will
would violate the UN and OAS Charters and provoke considerable
international criticism, circumstances could develop in which the Presi-
dent felt compelled to act with force. In such a case, it could prove
very helpful to our justification for so acting if we had the language
suggested in Option I to cite.

However, in State’s view, Panama could never accept such a U.S.
right and might even be inclined to question the good faith of the
United States in proposing it. Also, it would be contrary to our interest
to present this Option unless we were reasonably sure that Panama
would accept it. Were Panama to reject it, the negotiating record would
show we had wanted an explicit intervention right, but had been unable
to obtain it. Thereafter, we would have even more difficulty in arguing
that the broad and very general neutrality guarantee provision we
finally got was intended to mean that the U.S. could take any action
it deemed appropriate, including intervention, to ensure the neutrality
of the canal.

Defense believes that, packaged appropriately with careful draft-
ing, this Option may be acceptable to Panama. Its proposal and rejection
would not make appreciably more difficult any argument that we had
an intervention right without specific use-of-force language to cite.

Option II, while imposing an obligation on Panama to keep the
canal neutral, would probably be less attractive to the Congress and U.S.
public because it would not provide as strong a political justification
for any U.S. military action as Option I. This option would communicate
our commitment to the permanent neutrality of the canal without
stating explicitly that we would take measures, against Panama’s will,
to see that the canal’s neutrality is maintained. State believes that
Option II would provide almost as much protection for our long-term
interests as Option I and could be sold to the Congress and the public
on this basis. The Department of Defense believes that this Option
would encounter stiff opposition on the Hill. There is a good chance
that Panama ultimately would accept a skillfully worded formulation
of Option II as part of an overall package satisfactory to Panama on
the duration issue.
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Option III is very similar in all respects but form to Option 1.

Option IV would add other nations as guarantors to the Option
II formulation. Although this option has the advantage of probable
acceptability to Panama, it has the disadvantage of encumbering U.S.
unilateral actions to protect the canal’s neutrality.

Option V has already been proposed by Panama. It is less attractive
as a basis for future political justification of U.S. action than the other
Options and thus less attractive to Congress and the public. So although
its strictly legal effects would not be significantly different from that
of the other options, it probably would have to be coupled with other
post-treaty defense arrangements to satisfy the public and Congress
of our ability to protect our long-term security interests.

Guidance Changes Needed

Option 1. Current guidance neither requires nor precludes this
option.

Option II. No change required. This option is required, as a mini-
mum, by present guidance.

Option III. No change required.

Option IV. Presidential guidance would have to be changed to
authorize a multilateral guarantee.

Option V. Provide authority to agree to a bilateral neutrality treaty
which would rely upon a unilateral Panamanian obligation to the U.S.
to guarantee the canal’s neutrality.

D. ISSUE—Post-Treaty Defense Arrangements
Definition.

This issue involves the nature of U.S. rights to continue to partici-
pate in canal defense subsequent to the terminating of the treaty.

Background.

Current Presidential guidance (NSDM 302) tasks the negotiators
with making efforts to obtain a right in principle for the United States
to participate in post-treaty canal defense, including a limited military
presence. The U.S. negotiators proposed to Panama in November 1975,
a modified U.S. position on post-treaty defense; namely, an agreement
to negotiate in good faith prior to the treaty termination concerning
post-treaty defense rights. Panama has not officially responded.?’ How-
ever, its publicly stated position has been that all U.S. defense commit-
ments must terminate by the year 2000.

20 Gee Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, Documents 102
and 108.
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Options.

Option I. Panama would agree in the treaty to a right in principle
for the U.S. to participate in canal defense, with a limited military
presence following the termination of the treaty. However, the U.S.
defense rights in the treaty would not terminate until agreement was
reached on the U.S. role following termination.

Option 1. Panama would agree in the treaty to a right in principle
for the U.S. to participate in canal defense, with a limited military
presence, following termination of the treaty.

Option III. Panama would agree in the treaty to a right in principle
for the U.S. to participate in canal defense, without a military presence
in Panama following termination of the treaty.

Option IV. Panama would agree to negotiate with the U.S., in good
faith, before treaty termination, on a role for the U.S. in post-treaty
canal defense.

Option V. Panama and the U.S. would agree to the terms for a
separate, periodically renewable mutual security agreement to become
effective upon termination of the canal treaty.

Option VI. The U.S. would make a unilateral declaration or treaty
reservation, of its intent to ensure the security of the canal. Panama
would either not respond or would issue a statement of no-objection.

Discussion.

Option I is, in essence, a defense right in perpetuity. Thus this
option would be subject to considerations similar to those expressed
under Neutrality Option I. This position provides the U.S. with the
strongest assurance of a post-treaty defense capability.

Option Il was presented to Panama in September of 1975.! Because
of Panama’s strenuous objection to it as “perpetuity”, it was later
withdrawn. However, it is only an “agreement to agree” and might
be acceptable ultimately to Panama in the context of an acceptable
duration proposal particularly if the element of military presence were
eliminated. It would have some attraction for the Congress and public
opinion because it would show Panama has agreed in principle to our
continued involvement in canal defense beyond the term of the treaty.

Option III is similar to Option II with the modification that the
U.S. participation in canal defense would be without a military presence
in Panama. While preferable to no post-treaty defense arrangements,
this option is not favored over Option I since lack of forces in place
significantly complicates any U.S. exercise of its defense role.

Option IV would not commit Panama to anything other than good
faith negotiation on a U.S. post-treaty defense role. Thus, it would not

21 See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, Document 99.
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of itself protect U.S. long-term security interests or be of more than
some slight psychological value in convincing the Congress and the
public of our ability to protect those long-term interests. Its value,
however, might be in making it easier politically for Panama to agree
to a continuing U.S. defense role at the time the treaty terminates.

Option V would affirm that Panama would be an ally of the United
States beyond the treaty period. It would also demonstrate our continu-
ing commitment to ensure the security of the canal. The psychological
effect of Panama’s commitment to remain our ally would be significant
to Congress and to the public.

Under Option VI Panama would not be agreeing to any U.S. action,
but the public and Congress would be somewhat reassured by our
declaration of intent to take necessary action to protect our interests.
This, however, is not as protective to our security interests as a mutual
security agreement would be because it does not demonstrate that
Panama would be a continuing ally of the U.S. and could be countered
at any time by a declaration from Panama that it must consent in
advance to U.S. action.

Guidance Changes Needed

Option 1. Harden existing Presidential guidance to indicate clearly
that U.S. Canal defense will not terminate until the U.S. and Panama
have agreed on a new role for the U.S. in canal defense.

Option 1. Harden existing Presidential guidance clearly to require
a right in principle for the U.S. to participate in post-treaty canal
defense, with a limited presence.

Option III. Harden existing Presidential guidance clearly to require
arightin principle for the U.S. to participate in post-treaty canal defense
without a U.S. military presence.

Option IV. No change in guidance needed.

Option V. Present Presidential guidance allows but does not require
this option. Only if Option V is considered mandatory should guidance
be changed to require Panama’s agreement to the terms of a separate
mutual security treaty to be effective after treaty termination and to
run for a specified period.

Option VI. Present Presidential guidance allows but does not
require this option. Only if Option VI is considered mandatory should
guidance be changed to require Panama’s agreement not to object to
a unilateral U.S. declaration of intent to take any necessary action to
ensure the neutrality of the canal.

E. ISSUE—Lands and Waters
Definition.

The definition of those lands and waters whose use will be required
by the United States to execute its responsibilities for the operation,
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maintenance, protection and defense of the canal under the new treaty,
and securing the rights necessary for their use.

Background.

Until December 1975, the United States position on this issue envis-
aged relinquishing only those areas of the current Canal Zone which
were of limited value to the United States. The Presidential guidance
contained in NSDM 302 endorsed this approach. The Panamanian posi-
tion was based upon: (a) its narrow definition of those areas whose
use it considered that the United States would require for canal opera-
tion and defense, as modified by; (b) its perception of its own require-
ments in terms of domestic political acceptability and for purposes of
economic development. The two positions based on these divergent
approaches to the issue resulted in a stalemate. In December 1975, the
United States Negotiators initiated development of a compromise lands
and waters position designed to accommodate the United States’
requirements for operation and defense of the canal in a combined
United States-Panamanian defense arrangement, while taking into
account to the extent possible, Panama’s economic and political
requirements.”?

Options.

Option 1. Stand fast with existing guidance.

Option II. Pursue the exploratory approach used by the negotiators
in 1976 on a “what if” basis.*

Discussion of Options

The return of any areas of the present Canal Zone to Panama
will result in some criticism by the Congress and the general public.
However, it is improbable that the degree of such criticism will relate
to the details of what specific areas are relinquished to Panama and
what areas are retained by the United States so long as these details
have the support of all interested agencies of the Executive Branch.

From the Panamanian standpoint, retention by the United States
of the entire Canal Zone, or of what appeared in Panama to be overly-
substantial parts of it, would mean no agreement. It is now generally
recognized by both State and Defense that agreement with Panama is
therefore not possible on the basis of the lands and waters position
reflected in current Presidential guidance. Option I is not realistically
supported by any interested agency of the United States Government.

The process of negotiation on this issue has consisted of seeking
both to educate the Panamanian negotiators as to the nature of United

22 See footnote 20 above.
23 See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, Document 114.
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States requirements relating to the operation and defense of the canal,
and seeking to develop a compromise United States position as
described above.

State and Defense consider that essential United States interests
on this subject may be achieved through continuing to pursue these
discussions with the Panamanian negotiators. Our objective in doing
so should continue to be to resolve the manifold individual questions
making up this issue in a manner which takes maximum account
of Panama’s requirements while retaining for the United States the
necessary rights to use those specific lands and waters which will be
needed for canal operation and defense under a new treaty assuming
a combined United States-Panamanian defense arrangement. It should
be noted that the Secretary of the Army has presented a lands-and-
waters position which differs in some respects from the negotiators’
unofficial proposal. These differences are being considered by the nego-
tiators in the preparation of their position.

Guidance Changes Needed.

Option 1. No guidance change needed.

Option II. Change existing guidance to read as follows: “Authorize
the United States negotiators to continue to negotiate to obtain appro-
priate rights to use such lands and waters areas as may be concurred
in by the Department of Defense and State as the minimum necessary
for the operation of the canal and for its defense under a combined
United States—Panamanian defense arrangement.”

F. ISSUE—Rights, Benefits and Privileges for United States Citizen
Employees of the Canal Entity

Definition.

This issue concerns the rights, benefits and privileges which will
be provided to United States citizen employees of the Canal entity
under a new agreement with the Republic of Panama.

Background.

No direct Presidential guidance exists on this issue. However, the
United States negotiators have sought to achieve rights and immunities
for United States citizen Canal employees equivalent to those which
United States civilian employees of the Armed Forces receive under
the Status of Forces Agreement (SOFA). The Panamanian negotiators
have indicated that Panama attaches importance to agreement on those
benefits necessary to retain a trained Canal work-force, but has diffi-
culty in accepting certain specific rights which we have sought for
United States citizen employees.
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Options.

Option I. Obtain rights equivalent to those for civilian employees of
the United States Armed Forces under the Status of Forces Agreement
(Summary of SOFA attached at Tab 8).

Option 11. Obtain job guarantees and other privileges approaching
those in the SOFA (As identified in the fallback position contained in
the current Defense position on this issue.)

Discussion of Options.

Retention of an adequate United States citizen component of the
Canal work-force is essential until such time as the particular skills
provided by this group are obtainable—as in many cases they presently
are not—in the Panamanian labor market. Our basic objective on this
issue is the provision of rights, privileges and benefits sufficient to
permit the retention and/or recruitment from the U.S. labor force of
the skills required.

Everyone, including Panamanians, agrees that United States citizen
Canal employees should not suffer economic losses or job insecurity as
a result of a new treaty and that employee rights should be adequately
covered in the treaty. However, there is still a marked difference in
United States and Panamanian perceptions of what, in specific terms,
will be required to achieve our objectives in relation to Canal operation.

This issue has generated a tremendous emotional charge in the
Canal Zone; Canal employees actively campaigning against a new
treaty have exploited the insecurities of other employees concerning
their uncertainties as to their status under a new treaty. The issue has
therefore assumed additional importance in humanitarian terms and
as a political issue within the United States.

United States labor organizations appear disposed to support an
arrangement which provides normal job guarantees for employees,
without evidencing a particular concern for special status for U.S. citi-
zens. The U.S. public and Congress would probably go along with an
arrangement which appeared fair to the U.S. citizen employees.

Many of the actions necessary in relation to Canal employees would
fall outside the scope of the treaty as being either within the competence
of the management of the new Canal entity, and/or as subjects for
unilateral resolution by the United States Government.

Panama’s negotiators have declined to consider outright inclusion
of Canal entity U.S. citizen employees under the SOFA, but might
accept some modified version of rights analagous to those accorded
in the SOFA if “repackaged.” The degree to which these rights would
approach those under the SOFA will probably be increased greatly in
the event we were to agree to a “favorable” resolution of the dura-
tion issue.
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Some employees will voluntarily leave their employment before
or immediately after a new treaty enters into force. However, a combi-
nation of adequate actions to allay employee concerns while treaty
negotiations progress, unilateral U.S. Government actions to preserve
the employee’s confidence in his job security, and adequate resolution
of the details of this issue with Panama will probably permit a sufficient
number to adjust to their situation under the new treaty to preserve
our operational objectives in the Canal.

Guidances Changes Needed.

Option I. No change needed.
Option 1I. No change needed.

G. ISSUE—Nature of Canal Operating Entity
Definition.

This issue involves the nature and structure of the new entity that
will operate the canal for the life of the new treaty.

Background.

Current Presidential guidance directs that effective U.S. control of
canal operations (for a duration of time consistent with guidance) is
to be considered non-negotiable; it provides further that the first negoti-
ating objective should be continued exclusive U.S. control of canal
operations, and that the fallback U.S. position should be an arrangement
whereby the U.S. retains control of canal operations with Panamanian
participation in the canal organization (NSDM 115).

The Panamanian position on this issue is that the new entity be
an international juridical entity, jointly created by means of the treaty,
with U.S. majority control. Under the Panamanian approach, the exist-
ence of the entity would terminate along with the termination of U.S.
control at the end of the treaty. Recent Panamanian proposals have
included the concept of a termination of U.S. majority control in the
year 1995 with U.S. minority participation until the end of the treaty,
which would be the year 2000.

In the February 1974 Joint Statement of Principles** and in the
November 1974 Threshold Agreements, the U.S. agreed to the concepts
of participation by Panama, and increasing participation by Panamani-
ans, in the administration of the canal. In those same agreements,
however, Panama agreed to “grant to the United States” the rights
necessary to operate and maintain the canal for the duration of the
new treaty. Implicit was that a USG agency would exercise these rights

24 Gee footnote 10 above.
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on behalf of the USG. More recently, Panama has proposed that the
treaty grant the operation-related rights to a jointly created interna-
tional juridical entity, as outlined above. The U.S. negotiators have
consistently maintained that the new entity be a USG agency, but
recently have indicated a willingness to explore the possibility of an
international juridical entity along the lines of OPTION III below.

Options.

Option 1. A USG agency, with Panamanian participation, would
operate the canal until U.S. operating rights terminate. At the termina-
tion of U.S. operating rights, Panama would assume total responsibility
for canal operation.

Option II. A joint U.S.-Panamanian international juridical entity,
created in the treaty, would operate the canal until its operating rights
terminate. The U.S. would enjoy majority control until the entity’s
operating rights terminate. At that time, Panama would assume total
responsibility for canal operation.

Option III. A joint U.S.-Panamanian international juridical entity,
created in the treaty, would operate the canal until the entity’s operating
rights are terminated. The U.S. would enjoy majority control until at
least a certain date, but would have a right to a minority participation
for a specific time thereafter. Panama would enjoy minority participa-
tion for the duration of U.S. majority control, and would have a right
to majority control at a certain date subsequent to the termination
of U.S. majority control. Selected user nations would have minority
participation for the entity’s life.

Discussion of Options.

State and Defense both believe that Option I (USG agency) would
lend itself to the simplest treatment in the treaty and the process of
negotiation. It would also be attractive to Congress, since Congress
would establish the USG agency and delegate to it the operating rights.
Correspondingly, Option I would also insure Congressional control
over the exercise of our operation-related rights, including the rights
to control employee relations, navigation and tolls, which Panama has
already agreed to. It also would be, however, the most difficult of the
three options for Panama to accept, and is not necessarily the most
protective for our interest of the three options.

State and Defense agree, conversely, that Option II would be accept-
able to Panama, but would be the least attractive of the three options
to Congress.

State and Defense believe that Option III might be acceptable to
Panama if the duration of U.S. minority participation were relatively
short, but likely unacceptable with a long duration of U.S. minority
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participation, particularly if the U.S. insisted on the same duration of
U.S. majority control as under Option I. Panama’s willingness to accept
a longer duration of U.S. minority participation would be increased if
the U.S. would also be willing to accept a shorter duration of U.S.
majority control than is authorized by current guidance. (A reduced
duration is not key to this option for U.S. majority control.) Domestic
U.S. acceptability of Option Il would be enhanced by a period of
U.S. minority participation following the termination of U.S. majority
control, but would be hampered by any reduction in the period of U.S.
majority control of canal operations. Further, Option III would give
selected user nations some understanding of the problems of canal
management, and their participation would add a measure of stability
to canal operation over the long term and could have a moderating
effect on Panamanian ambitions to realize excessive profits from canal
operations. Finally, this option would, as a practical matter, allow for
the possibility of Panama’s continuing the entity voluntarily beyond
the termination of the U.S. right to minority participation, and ideally,
would result in the creation of a permanent entity structure continued
by all interested parties on a voluntary basis indefinitely.

Guidance changes needed.

Option 1. No change in guidance required.
Option 1I. No change in guidance required.

Option 11I. No change in guidance would be required to authorize
the option as stated, but a change in current guidance on the issue of
duration of U.S. control of canal operation would be required in the
event it is considered desirable, as part of this option, to authorize the
negotiators to propose a shorter duration of majority U.S. control than
is presently authorized in exchange for a longer duration of the U.S.
right to minority participation.

H. ISSUE—Nature and Level of Financial Benefits
Definition.

This involves determining what financial benefits will accrue to
Panama as a result of a new treaty.

Background.

Existing guidance calls for substantially increased income to Pan-
ama from Canal operations (even though this may involve significant
increases in tolls) and the opening of commercial opportunities to
Panama in the Canal area (NSDM 115). We believe that Panama will
expect to receive considerable compensation under any new treaty
arrangements. The issue has not yet been discussed in any depth in
the treaty negotiations, beyond the tabling by the U.S. in January 1975
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of a proposal for an annual payment during the life of the treaty
based initially on 27 cents per ton of cargo transiting the Canal.?® (This
proposal would have amounted to about $35 million at the 1975 traffic
level.) Both sides have agreed that they would reserve discussion of
this issue until all others have been resolved.

Options.

Option I. Substantial payment to Panama to be financed from tolls
and based on volume of traffic in tons transiting the Canal (current
position).

Option II. Payment to Panama from tolls (reduced below level of
Option I) plus additional compensation based on some combination of
the following: economic and security assistance and/or a fixed annuity,
and/or payments for base rights all to be financed by Congressional
appropriations; credit for USG physical assets transferred and services
provided to Panama (e.g., technical training, utilities, etc.).

Discussion of Options.

There has been limited study within the USG of the question of
financial benefits. Further immediate review is planned in order to
determine specific compensation packages which might appropriately
be proposed in the negotiations.

Option I, by making Panamanian receipts dependent on the volume
of shipping using the Canal, provides an incentive for Panama to
cooperate in insuring that the Canal operates efficiently and that maxi-
mum traffic is encouraged. Its principal disadvantage is that the amount
generated may be insufficient to meet Panamanian desires. Further, if
Canal revenue were insufficient to cover the payments, the USG would
have to seek Congressional appropriations in order to meet its obliga-
tions to Panama.

Option II would permit us to offer a larger package of financial
benefits to Panama. This would contribute to facilitating overall agree-
ment on a new treaty. By offering to Panama, through a variety of
means, U.S. assistance in integrating the Canal into its economy and
furthering its own development, it would contribute to increased pros-
pects for long-term Panamanian stability and for providing the secure
environment that is essential to continued efficient operation of the
Canal. It would also enable us to assist Panama in such activities as
preparing the Panamanian armed forces to participate in defense of
the canal, to develop the manpower needed to operate it, and to help
Panama meet the costs of taking over certain functions (fire, police,

25 For a brief summary of the January 1975 meetings in Panama, see Foreign Relations,
1969-1976, vol. XXII, Panama, 1973-1976, Document 66.
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courts, etc.) as jurisdiction passes early in the new treaty period. Since
Panama, because of its pressing financial problems and high debt serv-
ice levels, will find it difficult to find international lenders for planned
projects, Panama would certainly be attracted by a U.S. package involv-
ing investments in the Canal operation and infrastructure and funds
to support a smooth transition to Panamanian jurisdiction. By helping
to provide the favorable economic climate in Panama that would serve
U.S. interests, a well-designed Option II package presumably could be
made acceptable to the Congress in spite of its inherent preference for
an option financed from tolls.

Many of the items that might be included in this option—such as
base rights payments, economic and security assistance, or an annuity,
would require Congressional appropriations, with consequent require-
ment to justify these expenditures to Congress. We anticipate that
Congress might be more resistant to appropriations for general eco-
nomic and security assistance than for expenditures that have some
close relation to canal operations, such as aid to help Panama exploit
commercial opportunities in the Zone (e.g., construction of a container
port) or to improve Panamanian military forces to enable them to
contribute to Canal defense. Defense opposes payments for base rights
during the life of a new treaty on the grounds that the primary function
of the bases is canal defense, which is equally of benefit to Panama
and the U.S.

With regard to credit for physical assets, the monetary value of the
package could be substantially increased if these items were included.
However, it is likely that Panama will not attach much weight to
benefits of this sort, since these assets will be available to Panama
under a new treaty in any event.

Guidance Changes Needed.

Option 1. No guidance change needed.

Option II. Changes in Presidential guidance would be proposed as
the elements of a package and levels of financial benefits are developed
and refined. Defense believes that before preparing proposals under
this option, Presidential guidance should be sought on the appropriate-
ness of incorporating elements in such proposals that would require
the use of appropriated funds.

Defense believes that an exceptionally large compensation package
to Panama, as may be envisioned in Option II, could well endanger
Congressional and public acceptance of the treaty.

I. ISSUE—Expansion
Definition.

This issue involves determining the rights the United States should
have in the treaty to expand canal capacity.
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Background.

Current guidance asks the negotiators to obtain an exclusive right,
under terms and conditions set out in the treaty, to expand canal
capacity through addition of a third lane of locks or construction of a
sea-level canal throughout the period of U.S. canal operation with
agreements that (a) the neutrality guarantee will apply to any new
canal ever constructed in Panama; and (b) no third country will ever
have responsibility for operation or defense of a canal within Panama.
As a fallback, duration of the U.S. right to expand may run for less
than the total period of U.S. canal operation with agreement by Panama
that the U.S. will be given a right of first refusal on any expansion
project during the remainder of the period of U.S. canal operation
(NSDM 302).

The Panamanian position is that the U.S. would have the right, in
the treaty, to expand canal capacity during the first ten years of the
duration of this treaty. Thereafter, during the period of U.S. control of
canal operations, both Panama and the U.S. would have to agree upon
any project for expansion of canal capacity undertaken in Panama.

Options.

Options 1. U.S. would have a detailed and exclusive right to expand
canal capacity, including a commitment by Panama to preserve in
advance the required territorial right of way and to extend the treaty
duration if expansion is undertaken.

Option II. U.S. would have a defined and exclusive right to expand
canal capacity, but without Panama’s agreement (a) on the necessary
land areas in advance; and (b) on extending the duration of the treaty
if expansion is undertaken.

Option I1I. U.S. would have a detailed and exclusive right for some
period less than full term of U.S. canal operation, with a U.S. first
refusal right thereafter during term of U.S. canal operation.

Discussion.

The resolution of this issue will not have a significant impact on
U.S. interests as it now does not appear likely that we will make a
decision to expand canal capacity during the period of U.S. control of
canal operations. Option I would be similar to the rights the United
States would have obtained under the 1967 draft treaties.?® Panama
would object to it strongly and while it would be particularly attractive
to a limited number of members of Congress and the public, it would
be of minor significance to most of the Congress and the public.

26 See footnote 8 above.
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Option II is the position we currently have tabled with Panama.
It will give us a right definitive enough to allow us to undertake the
addition of a third lane of locks to the present canal should we decide
to do so. This will be attractive to some members of Congress and the
public. Panama’s current position is so close to Option II that it seems
likely Panama would accept this option in the context of an entire
treaty package.

Option III would allow us to agree to Panama’s current position.
It is less attractive to all interests in the U.S. because our rights would
be less, but acceptance of it would not significantly affect our
national interest.

Guidance Changes Needed.

Option I. Harden guidance to require negotiators to obtain Pana-
ma’s agreement (a) to preserve a territorial right-of-way for future U.S.
use in contruction of a sea-level canal and (b) to extend the duration
of the treaty if U.S. decides to expand the canal.

Option II. No guidance change necessary.
Option III. No guidance change necessary.

Tab 10

Steps to Obtain Congressional and Public Support for a
Treaty?”

Washington, undated

STEPS TO OBTAIN CONGRESSIONAL AND PUBLIC SUPPORT
FOR A TREATY

a. Hold another Presidential meeting with the Congressional lead-
ership,?® to be attended also by the Secretaries of State and Defense,
the JCS Chairman, and the U.S. negotiators. The President would: (a)
set forth the status of the negotiations and his plans for the treaty
timetable; (b) seek the Congressional leadership’s advice on the course
to be followed in the negotiations and on a strategy for winning Con-
gressional approval; and (c) explore how best to involve members of
the Congress in the negotiations.

27 Secret.

28 According to the President’s Daily Diary, Carter hosted a breakfast meeting with
Democratic congressional leaders on January 25 from 7:57 to 9:08 a.m. (Carter Library,
Presidential Materials, President’s Daily Diary)
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b. Issue a Presidential statement, to follow immediately after the
above meeting, setting forth the Administration’s objectives and com-
mitment to obtaining a new treaty.?’

c. Issue Presidential instructions® directing State, in coordination
with Defense and White House congressional staffs to begin immediate,
intensive, coordinated and continuing consultations with the Congress.

d. Instruct appropriate agencies to begin working promptly to
lessen congressional support, particularly in the Senate, for prospective
anti-treaty initiatives including those designed to cut off funds for the
negotiations.

e. Undertake White House-directed effort to obtain support of
concerned interests groups—veterans organizations, business groups,
labor unions, church groups, Hispanic Americans. Perhaps also the
organization of a national “Citizen’s Committee for a Panama Treaty”,
its membership to be solicited by the White House.?!

f. Make follow-up Presidential statements (including a fireside chat)
to inform the public and to build support for the treaty. If an early
fireside chat is decided upon to set a positive public framework for
the negotiations, it should focus more on the U.S. interests and objec-
tives that would be served by a new treaty, rather than on details that
might weaken our negotiating position or compromise the President.*?

g. Undertake private Presidential consultations with selected
department heads and other senior officials to emphasize the priority
attached to the treaty effort and the desire that all agencies concerned
cooperate in the attainment of a new treaty.

29 Not found.
39 Not found.
31 See Document 43.

%2 Carter delivered remarks to the American people on February 2 but did not
mention Panama. For the text of the remarks, see Public Papers: Carter, 1977, Book I,
pp- 69-77.
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4, Memorandum From the Chairman of the Joint Chiefs of
Staff (Brown) to the Members of the Joint Chiefs of Staff!

Washington, January 26, 1977

Subj: Panama Canal Negotiations

1. Following our meeting today, I discussed the Panama Canal
Negotiations with the Secretary of Defense in preparation for the Policy
Review Committee Meeting tomorrow.

2. There are two basic issues, i.e., duration and defense.

3. It appears that following the PRC Working Group report PRM
#13 that duration will be; “The Treaty on the operation, protection, and
defense of the Canal will terminate 31 December 1999.”

4. As for defense in the post-treaty period, Secretary Brown leans
toward inclusion of the following words in the proposed treaty: “The
United States and Panama agree that the neutrality of the Canal will
continue beyond the termination of US operations and each country
commits itself to protect the Canal after the termination of US
operations.”

5. In my view, the position reflected above is one I can support
and will give us what we need in the way of assurance that the Canal
will be available to us for as long as we may require it and that the
US can intervene in defense of the Canal when it feels it should. It also
has the advantage of probably being palatable to Panama. I would like
to have your views on this by 0900, tomorrow, 27 January, prior to my
departure for the Policy Review Committee Meeting on this subject.*

George S. Brown
General, USAF
Chairman, Joint Chiefs of Staff

1 Source: National Archives, RG 218, Records of Chairman George S. Brown, Box
48, 820 (Panama) Bulky 1 Jan 1976-31 May 1977. Confidential; Eyes Only. Sent to Hol-
loway, Jones, Rogers and Wilson.

2 For the minutes of the January 27 Policy Review Committee Meeting, see Docu-
ment 6.

3 See Document 3.

4 According to a January 27 memorandum to Brown from Colonel Conlin summariz-
ing the responses of the Joint Chiefs, the Air Force responded “no problem” via telephone;
the Navy preferred an inclusion in the treaty guaranteeing a role in defense but supported
the neutrality option, suggesting it be tied to duration via an attached memorandum;
the Marine Corps preferred a harder line but agreed, via telephone, to the negotiated
position; and the Army expressed the same views as the Navy via an attached memoran-
dum. (National Archives, RG 218, Records of Chairman George S. Brown, Box 48, 820
(Panama) Bulky 1 Jan 1976-31 May 1977)
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5. Memorandum From Robert Pastor of the National Security
Council Staff to the President’s Assistant for National
Security Affairs (Brzezinski)'

Washington, January 26, 1977

SUBJECT
Background Comments on the PRM Study in Response to PRM/NSC-1

Attached is the response to PRM/NSC-1/Panama, the paper
requested by PRM/NSC-1.2 I think the paper represents a basis for
discussing the issue. The major issues are correctly identified and the
major differences between State and Defense are stated in the options,
if not in the body of the paper. As I mentioned to you, State believes
that the Canal is of declining strategic and economic utility, and its
primary interest is in securing a treaty with Panama. The Defense
Department continues to see the Canal as “vital”, but has reluctantly
agreed to a treaty; any departure from the status quo, however, is
painful to Defense. These differences are reflected in the text where a
State Department sentence (or clause) declaring the Canal’s declining
significance is balanced against a Defense Department’s sentence pro-
claiming it a “major” defense asset.

The continuing debate (see pp. 6-9) between State and Defense
served to focus the paper to an unwarranted degree, in my judgment,
on only the major issues of the negotiations with Panama. There are,
however, three negotiating arenas which count: (1) U.S.-Panama; (2)
Congress-Executive; (3) Congress-Executive-Zonians. As a result of
Carter’s meeting with Congressional leaders,” the anticipated appoint-
ment of Linowitz as co-negotiator* and my own appointment (in my
capacity as Director of the Linowitz Commission,” Thave been in regular
contact with the Panamanians for two years), the U.S. has sent and the
Panamanians have already received a signal that Carter plans to do
something positive on this issue. It is my opinion that relatively greater

! Source: Carter Library, National Security Council Institutional Files, Box 24, PRM-
01(1). Confidential. Sent for information.

2 Paper not attached, printed in Document 3.

3 See footnote 28, Document 3.

4 The Carter administration asked Linowitz to negotiate the Panama Canal Treaties,
and he accepted on the condition that he co-negotiate with Bunker. On February 8, Carter
designated Linowitz to be part-time co-negotiator of the Panama Canal negotiations.
For the text of the designation, see Public Papers: Carter, 1977, Book I, p. 101.

5 A reference to the Commission on United States-Latin American Relations under
the Center for Inter-American Relations, which Linowitz chaired before becoming co-
negotiator of the Panama Canal Treaties in 1977.
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emphasis should be placed on winning over the Congress and the
Zonians first—in a sense, securing our flanks before we advance on
(negotiations with) Panama.® This interest—in making sure the Con-
gress, the Zonians, and the American people can support a treaty was
unfortunately missing in the debate. It was inserted in the paper (Tab
10) but still does not have the kind of emphasis which, I believe,
it merits.

Even if the Thurmond Resolution” is slowed or stopped, the anti-
treaty forces in Congress will probably decide to give Linowitz a diffi-
cult time in confirmation hearings, and the Executive should be pre-
pared to make a strong effort to assure his confirmation, and in doing
so, to gain substantive support for a new treaty. The argument that we
should ask Senators to allow Carter time to make his own decisions on
the issue strikes me as insufficient.® We should take a more positive
approach, persuading Congress of the need of a new treaty.

The discussion in the PRC should focus on four sets of decisions:

1. Overall strategy for resuming negotiations (pp. 9-10: “Issues—
Next Step”).?

2. Major Unresolved Treaty Issues (Tab 9).1°

3. Ste}los to Obtain Congressional and Public Support for a Treaty
(Tab 10)."

4. Outcome of PRC Meeting: Messages to and for the President'?

1. Overall Strategy (pp. 9-10)

The State Department has erased a third, middle option providing
some Presidential guidance short of fixed instructions to the negotia-
tors. Option 1 (a formal offer) seems to expect too much to transpire
at a single PRC meeting, while Option 2 (informal exploration), in
my opinion, expects too little. The reason, I believe, that the State
Department deleted the middle option is because they think even that
option would lead to a bureaucratic stalemate, and they believe it is
essential for the negotiators to return to Panama as soon as possible,
and, of course, Option 2 (informal exploration) will accomplish that
objective.

© Brzezinski highlighted this sentence.

7 See footnote 15, Document 3.

8 Brzezinski highlighted this sentence.

9 See footnote 2.

10 bid.

1 Ibid.

12 For the outcome of the January 27 PRC meeting and Carter’s responses to it, see
Document 8.
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In my opinion, the process will be most effectively speeded up, if
the negotiators could return to Panama with some sense of where the
President stood on the major unresolved issues. Thus, an informal
understanding between the President and the negotiators prior to their
return combined with a coordinated lobbying campaign represents the
best strategy for moving toward a new treaty.

As to Interagency Coordination, State’s argument for a committee
chaired by the Under Secretary of State for Political Affairs strikes me
as sound, although Defense will require some special role or veto. Even
though it is not mentioned, I believe it is essential for a Congressional
Liaison to play a full role in these discussions.'?

2. Major Unresolved Issues (Tab 9)

This section will demand the most time, and we should, therefore,
move briskly through the discussion to this section. Suggested choices:

a. Duration of Canal Operation Rights. Try to get as much flexibility
here as possible. (Thus, Option 3.)

b. Duration of Canal Defense Rights. The real question here is: What
will Panama accept? And the clear answer appears to be Option 5.
(This is the only issue—i.e., question of terminating defense rights by
the year 2000 in which Panama’s position appears fixed.)  have spoken
to people at Defense and have been told that General Brown will
accept this.!

c. Permanent Neutrality Guarantee. The question here is how to
ensure the right of the U.S. to guarantee the neutrality of the Canal
after the treaty without making it appear that this represents a new
form of perpetuity. This is the principal area where exploration of the
Panamanian position is necessary, and where differences within the
USG might be the widest. Options 2, 3, 4 or 5 might work.

In the last NSC meeting on Panama,'® the pivotal question was
the duration of defense rights. With new flexibility by Defense on this
issue, the debate has shifted to the neutrality issue and to post-treaty
defense rights, and here Defense has again dug in its heels and insisted
on a treaty provision which recognizes the unilateral right by the U.S.
to intervene.'¢ State, correctly, in my view, believes Panama will view
this as another attempt at perpetuity and reject it outright. Remaining
sensitive to the perpetuity complaint of the Panamanians is an essential

13 Brzezinski highlighted this sentence.

14 Brzezinski wrote in the left margin:“bilat [illegible]after 2000.”

15 See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, Document 90.
16 Brzezinski highlighted this sentence.



October 6, 1976-September 9, 1977 39

factor in deciding on a negotiating position on neutrality and post-
treaty rights.

d. Post-Treaty Defense Arrangements. Given the student pressure on
Torrijos, it will be very difficult for him to accept a provision giving
the U.S. any defense rights beyond the year 2000. Indeed, I would
guess that the best way to get these rights is not to include it in the
treaty or to have a secret protocol, but rather to ignore this item for
ten years until the responsibility for operations and defense begin to
shift to Panama and the relationship between the two countries rises
to a more mature level. Thus, Options 5, 4, 6, 3, in that order, would
probably offer the best approach.

The real post-treaty problem for the U.S. is not in addressing a
genuine threat to the Canal, but in dealing with “salami-type” poli-
cies—e.g. (the equivalent of) excluding Israel from the Canal, or raising
rates for one or two countries. We could not send the Marines in for
this; and probably the only response by the U.S. could be diplomatic
or economic.

e. Lands and Waters. The initial U.S. position on this (85% of the
Zone to be retained) was unrealistic. The new position (around 45%,
I think) is still much higher than the amount of land we use (6%). An
exploratory option (2) is necessary here.'”

f. Zonians. There are two issues here: (1) how to ensure an adequate
American work force to operate the Canal; and (2) how to guarantee
the job safety and benefits for the U.S. employees in the Zone. Only
the first question is addressed in this paper, and Option 1 (rights
equivalent to SOFA) appears the best means to achieve this objective.

The second issue, however, must be addressed quickly to ensure
that the AFL-CIO, which is very concerned about the jobs of its union
members in the Zone, is transformed from a major obstacle to treaty
ratification into a significant supporter.

g. Canal Operating Entity. Option 1 is the present U.S. position, but
it would be helpful to permit negotiators to explore other possibilities.

h. Financial Benefits. On this issue, it is important to keep in mind
that Congress would not be very receptive to the idea of generously
compensating Panama for, in effect, taking the Canal.'®

i. Expansion. Flexibility on this issue is essential—i.e., it should not
be permitted to hold up negotiations—since we will probably never
use the option to expand the Canal anyway.

17 Brzezinski highlighted this sentence.
18 Brzezinski highlighted this sentence.
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3. Steps to Obtain Congressional and Public Support For a Treaty.

In State’s agenda, this section will be discussed only “if time per-
mits”. In my opinion, this should be the second item on the agenda,
and Tab 10 provides a good list of all those steps that need to be taken.
In addition to those points, however, it would be useful to discuss:

a. The role of Linowitz in coordinating this effort. Linowitz and
Bunker have a good personal relationship and can work out their
respective roles in negotiations on an informal basis; but on the issue
of mobilizing domestic support, Linowitz clearly has a comparative
advantage, which he could most effectively exploit if he were working
out of the White House, rather than State. This is an essential point:
every important and successful lobbying campaign on a major foreign
policy issue—from the Marshall Plan to the Trade Expansion Act—
has been run out of the White House, where the coordinator can involve
domestic groups much more easily and engage the Defense Department
as well as State.

b. Bunker should testify in open as well closed session (or closed,
only if we could make a “sanitized” transcript immediately available
for distribution) at the earliest.

c. The President should encourage congressional leaders to orga-
nize a Consultative Committee to work closely with the U.S.
negotiators.

4. Outcome of Meeting

a. It is important for a summary of the meeting to be sent to the
President and that the Secretary of State or yourself brief him on the
meeting. Then, the President should meet with the negotiators either
in the NSC or informally to provide guidance for them on the major
issues.'

b. President Carter should immediately move to set in motion the
steps needed to obtain congressional and public support and should
appoint Linowitz his personal liaison and coordinator of this effort.

19 Brzezinski highlighted this sentence. See footnote 12 for the summary of the PRC
meeting. Carter met with Bunker and Linowitz on February 11 (see Document 14).
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6. Minutes of a Policy Review Committee Meeting'

Washington, January 27, 1977, 10:50-11:25 a.m.

SUBJECT

Panama

PARTICIPANTS

State

Secretary of State Vance (Chairman)
Terrence Todman

Amb. Ellsworth Bunker

Amb. Sol Linowitz

Amb. Andrew Young

Amb. William Jorden

Defense
Secretary of Defense Harold Brown
Eugene McAuliffe

JCS
Gen. George S. Brown
Lt. Gen. Welborn G. Dolvin, U.S. Army (Ret.)

CIA
Enno Knoche
[name not declassified]

NSC

Zbigniew Brzezinski
William G. Hyland
Robert Pastor
Jeanne W. Davis

SUMMARY OF ACTIONS AND CONCLUSIONS

It was agreed that:

1) it was essential to reaffirm the Tack-Kissinger principles;?

2) we would resume the negotiations on an exploratory basis with-
out a formal position (option 2 of the State Department’s paper);® it
was also agreed, however, that Dr. Brzezinski would get some guidance
from the President as to his views so that we could be clearer as to
our position when we enter into these exploratory discussions.

1 Source: Carter Library, National Security Council Institutional Files, Box 59, PRC
770001—1/27/77—Panama. Top Secret. The meeting took place in the White House
Situation Room. All brackets except those that indicate omitted text are in the original.

2 See footnote 10, Document 3.
3 See Document 3.
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3) we should move quickly, hoping for completion of a treaty by
June, submission to the President in July and to the Congress in August.

4) the President should make some reference to Panama in his
fireside chat and/or in the State of the Union message,'4 the NSC staff
would work with the U.S. negotiators and the State Department on
draft wording.

5) we should immediately begin a well-organized and coordinated
effort, involving the Joint Chiefs of Staff and the Defense and State
Departments, to obtain Congressional support, particularly among the
new Senators; it was also suggested that a National Citizens Committee
on the Panama Canal be set up to stimulate a national educational
campaign, directed at defense-oriented and other groups.

6) we would agree to the year 2000 for Panamanian assumption
of control of the Canal provided adequate arrangements could be made
for neutrality and post-treaty events; all agreed, including the Chiefs
of Staff, on a formula which would make the U.S. and Panama both
guarantors of the neutrality of the Canal without specifying how this
responsibility would be exercised.

Secretary Vance: I'm sorry the papers for this meeting were late.
In the future, we will get them out on time. It was a big bundle and I
hope you had time to get through them.

With regard to the international and domestic setting, (Foreign
Minister) Boyd arrives January 31 for meetings with Ambassadors
Bunker and Linowitz and with me and other State Department people.®
This is not a formal meeting; there is no specific agenda. I think CIA
has something for us on this.

Mr. Knoche: [2%: lines not declassified] and we assume it will have
to be, particularly since Boyd has been tangled in some differences
with Gonzalez who apparently takes a harder line. This is the first real
evidence we have of what may be a breakthrough. Boyd takes the
position that the most important items are duration and neutrality. He
is prepared to go to the year 2000 on duration along with a proviso
which would permit the US to intervene in the event of a threat to the
Canal, with the express permission of the Panamanian Government.
It looks as though they have blinked. Gonzalez doesn't like the idea
of a bilateral guarantee and would prefer international attention to
this, but Boyd has said this is not realistic. He believes the US will
stick with the year 2000 and must have some assurances on neutrality
and defense.

“See footnote 32, Document 3. No record of a State of the Union message has
been found.

5See Document 9.
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Secretary Vance: The Panamanians first envisaged this as a negoti-
ating session, but I instructed (Ambassador) Bill Jorden to make it clear
that this will not be a negotiating session.® We will merely discuss the
background of the negotiations.

Amb. Jorden: I saw Boyd yesterday morning and he has backed
off the idea of a formal negotiating session.” He has a list of items on
which he will express the Panamanian point of view. He will also raise
the idea of some joint statement following the talks. He understands
we have made no commitment to a statement. I have a copy of their
proposed text which is rather bland. It basically reaffirms the Tack-
Kissinger principles.

Secretary Vance: That is our first question. Do we want to reaffirm
the Tack-Kissinger principles? I think we should and Ambassador
Bunker agrees.

Secretary Brown: I am in complete agreement.

Secretary Vance: Does anyone disagree? We could reaffirm the
principles, then possibly later make a statement as to how we propose
to proceed with the negotiations.

Amb. Linowitz: This is particularly important because of the Presi-
dent’s statements during the campaign.® Reaffirmation of the Tack-
Kissinger principles is indispensable.

Secretary Vance: Did you see the ticker item reporting” that the
widow of Chilean Prime Minister Salvatore Allende was refused admis-
sion to Ft. Amador? Apparently Torrijos” sister jumped out of the car
and demanded entrance. It was quite a scene. This has become public
and is getting a big press play in Panama and elsewhere.

Gen. Brown: You must realize there was some poor PFC at the
gate and he was just following instructions. We can always have an
event such as this if someone wants to provoke one.

Amb. Jorden: There have been special security measures in the
Zone since the bombings last November.'? The Papal Nuncio has been
stopped as have several members of the diplomatic corps.

¢Jorden relayed this information to Boyd in a January 26 meeting. (Memorandum
of Conversation, January 27, National Archives, RG 59, Official and Personal Files of
Ambassador at Large Ellsworth Bunker, Lot 78D300, Box 4, Panama Key Documents,
1977)

7 Tbid.

8 See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, footnote 4, Docu-
ment 134.

9 Not found.

19 Three bomb explosions occurred in the Panama Canal Zone between October 31
and November 1, 1976. See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976,
Document 140.
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Dr. Brzezinski: Do you mean they were not allowed in at all or
had to go through some sort of controls?

Amb. Jorden: They have to go through some control. We have
succeeded in getting special passes for the diplomatic corps, but Mrs.
Allende has not asked for a pass. These gates are manned by a lot of
young people—some are not MPs, just soldiers pulled off other duty.

Gen. Brown: Mrs. Torrijos (Torrijos” sister) was lucky she wasn’t
handcuffed and marched off to the brig!

Secretary Vance: Oh, that makes me feel better!

Mr. Knoche: In connection with our intelligence on the Boyd posi-
tion, he has made a statement saying that the Panamanians want a
truly neutral Canal and that they are more than willing to give the US
and the world a guarantee of neutrality so that after 2000 the Canal
will be open to all and will not be a target of reprisal by enemy nations.

Secretary Vance: Could we have some consideration of the conduct
of the negotiations. We have two basic options: 1) to start with a formal
offer or 2) to commence with informal explorations. We should start
promptly, particularly with the latter, since we would like to look
toward completion of the treaty in June, submission to the President
in July and to Congress in August. Let’s go around the table on these
two options. Ellsworth (Bunker)?

Amb. Bunker: I am strongly in favor of Option 2. Option 1 would
be too time-consuming. Also, we don’t know enough about the Pana-
manian attitude. We assume they will stick to the year 2000 but we
should explore what we can get in return. We could talk on a “what-
if” basis, ad referendum, of course. This latest intelligence confirms
what Boyd said to me. I told him that if we agreed to 2000 we would
need the strongest kind of neutrality guarantee. I told him the US can’t
depend on anyone else for its security—that we had to assure this
ourselves. Boyd said he understood this. I think we can make progress
if we start exploring. They’re more flexible now than at any time during
my negotiations with them. They need a treaty; their economic situation
is bad. If we want to get a treaty by June 1, Option 2 is the only way
to go.

Secretary Vance: This is, of course, interrelated to the Congressional
and public aspects which we will discuss later. Harold (Brown)?

Secretary Brown: I think negotiating flexibility is necessary. It
would be helpful for them to know where we want to come out,
but a formal position at this time would leak and might not be an
acceptable solution.

Gen. Brown: I agree.
Amb. Young: Fine with me.

Dr. Brzezinski: I support Option 2 but I feel that if we do not stake
out a clearer position now we will have a problem with the Congress
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and with the Panamanians. I agree we should reaffirm the Tack-Kissin-
ger principles, but I believe we should get some idea of the President’s
views. The faster we can move the better off we will be. I support
Option 2 but with some clarification of the line we will take, taking
into account the President’s views.

Amb. Linowitz: I agree with Zbig.

Secretary Vance: Bill (Jorden)? You're the man on the ground.

Amb. Jorden: It is very important for us to move quickly. The
mood in Panama now is optimal for settlement.

Secretary Vance: Terry (Todman)?

Mr. Todman: Option 2.

Secretary Vance: Let’s talk about Congressional attitudes. Senator
Thurmond is about to introduce his anti-treaty resolution again.'' I
don’t know the vote count. I have tried to reach (Senator) Cranston to
get a reading.

Amb. Linowitz: I have talked to Cranston and he tells me that 12
out of the 18 Democrats who signed on to Thurmond’s proposal before
will not do it again. He thinks that if Thurmond finds the Democrats
are not supporting him, he may not proceed.

Secretary Vance: There were 37 last time. I think we can talk to
some of the new Senators. I can talk to John Chaffee.

Amb. Linowitz: I've talked to him—he’s okay.

Secretary Vance: Do we have a count on the Republican side? I'll
ask Cranston.

Amb. Linowitz: Cranston would be very pleased to get a call
from you.

Amb. Bunker: Jake Javits could be helpful on the Republican side.

Dr. Brzezinski: And Howard Baker.

Amb. Jorden: Javits has been very helpful.

Dr. Brzezinski: Would it be useful for the President to make some
reference to Panama in his fireside chat or in the State of the Union
message?'?

Secretary Vance: That is essential.

Amb. Young: In the broader political context, could we turn around
some of this anti-American feeling by getting Torrijos up here on a
state visit soon?

Secretary Vance: I just don’t see how we could fit him in. The
President is swamped.

11 See footnote 15, Document 3.
12 See footnote 4 above.
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Gen. Brown: Also, his image wouldn’t turn these red-necks around.
It’s the first time I have ever been eyeball-to-eyeball with a revolution-
ary, at least knowingly. He’s a soldier and a tough soldier. There’s no
humility there.

Secretary Vance: I'm sympathetic to the idea, and that’s why we
asked Boyd to come up so early, practically a week after Inauguration.
That’s about all we can do.

Amb. Young: Thurmond is up for reelection in 1978 and he is
trying desperately to divide the black vote in South Carolina. I could
call some of the black leaders down there and have them call him.

Amb. Linowitz: We should have an organized effort to approach
the new Senators—at least get them to keep open minds. Some of them
don’t feel that they have been brought into things enough.

Secretary Vance: I agree. They feel lonely and that they really need
more information than they are getting to do their jobs.

Could we look at Tab 10 a minute, on Congressional and public
support.’®> We need to plan our strategy, based on these ideas and
ideas from others. The fireside chat idea is a good one.

Mr. Knoche: I don’t want to get the CIA into this, but when I was
meeting with the Senate Select Committee on Intelligence the other
day, I got a long lecture from Thurmond on his views on Panama
which he asked me to pass on to the Administration. He was citing
the strength of the polls which support his position. In that light, a
Presidential statement is essential.

Secretary Vance: There is a Roper poll. It shows large opposition
but analysis indicates that this opposition is thin and can be turned
around if people are made to understand the alternatives through a
frank and full discussion of the issues.

Amb. Linowitz: Right after the President makes his comments it
would be helpful to the President and to Cy (Vance) to launch a
National Citizens” Committee on Panama. There are lots of people who
are interested and who could be marshalled.

Dr. Brzezinski: We should also get the defense-oriented groups in
the country to try to convince the Congress. Their doubts concern
national security and they might be reassured. Are we agreed to recom-
mend to the President that he insert a statement into his speech? Bob
Pastor can work with Ambassadors Bunker and Linowitz on precise
wording.

Gen. Brown: A while ago we had a group of about 60 from the
American Legion, VFW, etc. We didn’t put our case well and we didn’t

13 See Document 3.
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do very well with them. I was invited into the exercise late and by the
time I [arrived] there the earlier speakers had put them up in arms.
They were really fired up. I tried to calm them down a little. We should
do this again.

Secretary Vance: (to Gen. Brown) Your support is the key.

Gen. Brown: It can be done if it’s done right. The American Legion
is dead set against us. They have mounted an active campaign.

Secretary Brown: They are motivated by patriotism but they are
misguided.

Dr. Brzezinski: They think they are countering weak civilians.

Secretary Brown: That’s why we have to depend on the military.
Sometime when George (Brown) and I are on the Hill we will have a
question planted. Then we can speak out.

Gen. Brown: I'm worried about the backlash on Panama. I used to
give a speech saying that our involvement in Vietnam was not in our
national interest, it was thousands of miles away, but the situation in
Panama was in our national interest. They would stand up and cheer.
I'would tell them they were misinterpreting me, they were wrong, but
they would still cheer. I finally stopped giving the speech. (Showing
an American Legion pamphlet) They send me these all the time. Here
we’re accused of selling arms to Panama, paid for in cash, by a country
that is broke.

Secretary Vance: So we have decided to develop more fleshed-
out programs for Congress and the public. We will count on Gen.
Brown’s help.

Gen. Brown: I'm a believer. I'll do whatever I can.

Secretary Vance: And Zbig will get a statement for the President
to issue and some guidance from him.

Dr. Brzezinski: Right.

Secretary Vance: It is important for us to give Boyd a date on
which we are ready to resume negotiations. What about the 2nd week
of February?

Amb. Linowitz: Will we have something public from the President
before that date?

Dr. Brzezinski: If it is the fireside chat. The State of the Union is
tentatively scheduled for February 12.4

Secretary Vance: The 12th is okay for the Presidential statement.

14 See footnote 4 above.
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Dr. Brzezinski: Could we go over Tab 9 and get a sense of where
we are headed on the issues.'”

Secretary Vance: I think the year 2000 is a given. I don’t think they
will budge on that.

Dr. Brzezinski: So that’s Option 1.

Secretary Vance: Right. On duration, we will have to feel them
out. The rest of the issues are intertwined. We can’t decide definitely
on them today. I have my own ideas and I imagine there are differing
views around the table. We won’t press on that today.

Gen. Brown: We will need to know the results of the Boyd meet-
ing.'® There’s no point in our going in with something that is entirely
unrealistic.

Secretary Vance: Post-treaty arrangements and neutrality are
clearly intertwined. The remaining issues are not that important, are
they?

Amb. Bunker: Right. We have made a lot of progress on some of
the minor issues.

Secretary Vance: So we are agreed on 2000 with an adequate way
to work on neutrality and post-treaty events.

Gen. Brown: The Chiefs are now with us. I went back to them last
night after my talk with Harold (Brown). The Navy would like to be
a little harder but can accept the position that both nations will guaran-
tee the neutrality of the Canal after the tenure is up, but we won't
say how."”

Secretary Brown: The Panamanians may interpret that as being
with their specific approval, but if we don’t, that’s okay.

Dr. Brzezinski: Defense had wanted residual rights in perpetuity?

Gen. Brown: At first. Then Harold (Brown) suggested something
simpler and the Chiefs went along.

Secretary Brown: Each country will guarantee neutrality in the
Canal.

Dr. Brzezinski: And we would interpret that to mean that if there
were a violation we would move in?

Gen. Brown: We would decide that at the time.
Secretary Vance: That’s real progress; that’s very good.
Amb. Linowitz: To whom is this guarantee made?

15 See Document 3.
16 See Document 9.
17 See Document 4.
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Gen. Brown: It is stated in the treaty, then it is seen on the Hill.
We would have to decide what action we would take at the particular
point in time. We can’t decide now what we would do 50 years
from now.

Secretary Vance: The US and Panama are guarantors of the neutral-
ity of the Canal. Excellent.

Secretary Brown: Of course it may not work when we get into
words.

Gen. Brown: But it points the direction.

7. Memorandum From Secretary of State Vance to
President Carter!

Washington, January 27, 1977

1. Panama Canal Negotiations: I am encouraged by the progress that
we are making in preparing for the Panama Canal negotiation. At the
PRC meeting this morning? we agreed to recommend to you that:

a. The Tack-Kissinger principles should be reaffirmed as the basis
for further negotiations;?

b. We should commence negotiations within the first two weeks
of February;*

c. We should accept the year 2000 as the termination date of the
treaty;® and

d. We should not attempt to hammer out our final position before
starting negotiations, but should have our negotiators explore on a
what-if basis what the Panamanians would be prepared to give on the
remaining issues if we agreed to the year 2000.°

1 Source: Carter Library, National Security Affairs, Brzezinski Material, Subject File,
Box 17, Evening Reports (State) 1/77-2/10/77. Secret. A note on the document reads:
“The President has seen.” Carter initialed the memorandum and wrote: “cc: Vance.”

2 See Document 6.

3 Carter wrote: “Tack out traded Kissinger to begin with” under this sentence. For
the Tack-Kissinger principles, see footnote 10, Document 3.

4 Carter wrote: “ok” under the sentence. Negotiations resumed February 15.
5 Carter wrote: “ok” under the sentence.
6 Carter wrote: “Be tough” under the sentence.
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All of these recommendations will come to you for decision promptly
in a Presidential Decision Memorandum.”

After my meeting next Monday with Foreign Minister Boyd,® I
recommend that we publicly reaffirm the Tack-Kissinger principles’
for dealing with the Panama Canal talk and state that our negotiators
will resume negotiations in the first or second week of'® February.

I was most favorably impressed by the Chiefs” attitude this morn-
ing. George Brown is prepared publicly to support the Administration’s
position and the Chiefs” willingness to help with Congress, press and
public opinion will be essential to achieving the broad national support
that we must obtain.!!

I spoke with Cranston. Cranston has contacted all 17 Democrats
who signed the Thurmond resolution last time and has commitments
from 15 to delay, at least until the progress of the new negotiations
can be evaluated. This includes, for example, Harry Byrd and Jim Allen.

Cranston believes Thurmond will not introduce the resolution
unless he has one-third of the Senate plus one—enough to block the
Treaty. He therefore recommends that you not call anyone at this time.'?

The last procedural question I am wrestling with is to try to find
a way to get Sol Linowitz on board as Co-Negotiator without having
the Senate hold formal hearings on his nomination that would quickly
turn into a wide ranging debate on the Panama issue of the kind that
we should avoid for the time being.'?

[Omitted here is information unrelated to Panama.]

7 Carter wrote: “ok” under the sentence. In a January 27 memorandum to Carter,
Brzezinski indicated that a presidential directive was not necessary because further
discussions in the PRC would be scheduled after Vance met with Boyd on January 31.
(Carter Library, National Security Council Institutional Files, Box 59, PRC 770001—
1/27/77—Panama)

8 See Document 9.

9 Carter underlined the phrase “publicly reaffirm the Tack-Kissinger principles”
and wrote “Why?” in the right margin. On a copy of the Tack-Kissinger principles,
Carter commented on principles 2 and 8. Regarding the elimination of the concept of
perpetuity and the establishment of a fixed termination date, Carter wrote: “with mutual
defense commitment—unilaterally implemented.” Regarding the possibility of new proj-
ects to enlarge canal capacity should the canal not be able to handle demand, Carter
wrote: “should not promise new canal to be in Panama.” (Carter Library, National
Security Affairs, Brzezinski Material, Subject File, Box 17, Evening Reports (State) 1/77-
2/10/77)

10 Carter underlined the phrase “resume negotiations” and wrote “ok” in the
right margin.

11 Carter wrote: “C” in the margin.

12 Carter wrote: “good” in the right margin.

13 Carter wrote: “discuss Sat. mtg.” in the right margin.
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8. Memorandum From the President’s Assistant for National
Security Affairs (Brzezinski) to Multiple Recipients’

Washington, January 27, 1977

SUBJECT
Policy Review Committee Meeting, January 27, 1977

Agreement was reached on the following points:

1. The U.S. Government should re-affirm the Kissinger-Tack Joint
Statement of Principles,> and Secretary Vance should convey this to
Foreign Minister Boyd on January 31.

2. To obtain critical domestic support, the following steps need to
be taken:

a. A general reference to issue in the President’s first fireside chat
and/or a more specific statement re-affirming that our national interest
requires a new treaty in the State of the Union Message on February 12;?

b. An immediate, well-organized and coordinated effort, involving
the Joint Chiefs of Staff and the Defense and State Departments, to
enlist the support of the Senate and the House of Representatives
(responsible for implementing legislation) for a new treaty on the Pan-
ama Canal;* and

c. It was suggested that a National Citizens Committee on the
Panama Canal be set up to stimulate a national educational campaign,
directed at defense-oriented and other groups.®

3. Negotiations with Panama should begin again in the second
week of February, right after the State of the Union Message.®

4.U.S. Negotiators should explore informally Panama’s willingness
to accept fundamental U.S. requirements if the U.S. accepts a treaty
termination date of October 31, 1999. One formula for assuring the
neutrality of the Canal after the treaty’s termination acceptable to the
JCS, as well as other participants, was that both governments would
commit themselves to protect and defend the Canal and assure its

! Source: Carter Library, National Security Council Institutional Files, Box 59, PRC
770001—1/27 /77—Panama. Secret. Sent to Vance, Harold Brown, Young, George Brown,
Bunker, and Linowitz.

2 See footnote 10, Document 3.

3 Carter wrote: “ok” in the right margin. See footnote 31, Document 3.

4 Carter wrote: “Must be directed from me” in the right margin.

5 Carter wrote: “doubt advisability” in the right margin.

6 Carter wrote: “ok” in the right margin. Negotiations resumed on February 15.
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neutrality. Panama would agree not to challenge the U.S. interpretation
that we could exercise this responsibility unilaterally.”

7 Carter wrote: “My only promise is ‘not to relinquish practical control’—sovereignty,
etc open to negotiation—Need to review this Sat a.m.” and initialed at the end of the
memorandum.

9. Memorandum of Conversation'

Washington, January 31, 1977, 11:30 a.m.

SUBJECT

Meeting between Secretary Vance and Foreign Minister Boyd of Panama

PARTICIPANTS

Panama

Foreign Minister Aquilino Boyd

Ambassador to the United States Gonzalez-Revilla

Romulo Escobar Bethancourt, Treaty Adviser

Ambassador to the United Nations Jorge Illueca

Ambassador to the Organization of American States Nander Pitty
Edwin Fabrega Velarde, Treaty Group Member

United States

The Secretary

Deputy Secretary Christopher
Ambassador-at-Large Ellsworth Bunker
Ambassador Sol Linowitz

Assistant Secretary-designate Terence Todman
Ambassador William J. Jorden

Minister S. Morey Bell (Notetaker)

Antonio Hervas (Interpreter)

The Secretary noted his pleasure at participating in so auspicious
an occasion—the effective resumption of negotiations. He then con-
firmed for the Foreign Minister that the United States intended to reach
for an early treaty, fulfilling previous Presidential commitments. The

1 Source: Department of State, Records of Cyrus R. Vance, Lot 84D241, Box 10,
Nodis Memcons 1977. Secret; Nodis. Drafted by Bell on February 2; cleared by Bunker
and Todman, and approved by William H. Twaddell (S) on February 14. The meeting
took place in the Secretary’s Suite and the James Madison Room.
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process had already been stretched out too long, he said. He then made
these points:

1. The process of negotiations will not be helped if there are pres-
sures on the United States in international fora or if there are “incidents”
which have an adverse impact on public opinion in the United States.

2. The United States cannot sacrifice its fundamental interests in
these negotiations, nor ignore the opinion of the Congress and of the
American people.

3. If an agreement is to be reached promptly, there must be flexibil-
ity on both sides—there must be discussion of the issues, and compro-
mise, at all difficult points.

4. The parties might try to agree today on an exact—and early—
date for resumption of the negotiations. Both sides must move with
all deliberate speed to achieve a prompt conclusion of the treaty.

5. Each must recognize the other’s aspirations. The major U.S.
interest is an open and neutral canal to which all nations can always
have access. Panamanian aspirations and U.S. views do not appear to
be inconsistent. Consequently it is surely possible to come to an agree-
ment that is satisfactory to both sides.

Minister Boyd responded that it is essential to continue negotiating
within the context of the Tack-Kissinger principles of 1974% and all the
other official announcements over the years which have spoken of
eliminating the causes of conflict between the two countries.

He observed that the invitation to visit Washington—the first
Foreign Minister to be so invited—in order to hold serious discussions
on a serious matter is symbolic of how important the United States
regards the Panama question. He assured the Secretary that this gesture
had had favorable repercussions not only in Panama but also through-
out Latin America—and was the best possible response to the let-
ter from seven Latin American Presidents to President Carter urging
that the Panama question be given a high priority in the new
Administration.?

The Minister explained that the Secretary’s remark about the United
States wishing to achieve a treaty as promptly as possible had made
a “magnificent” impression on the Panamanian Delegation. Not only
Latin American public opinion but also world opinion favors a prompt

2 See footnote 10, Document 3.

30On January 10, the Presidents of Colombia, Costa Rica, El Salvador, Mexico,
Nicaragua, and Venezuela and the Chief of State of Honduras, wrote to Carter congratu-
lating him on his election and expressing their hope for favorable change in inter-
American relations and a new Panama Canal Treaty. (National Archives, RG 185, Negotia-
tion and Planning Records for 1977 Treaty, Entry 13, Box 3, Treaty Negotiations S/REP
7/2 Volume XVI Fr: January 1977 to March 1977)
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solution of this problem. Thus, if the two countries move seriously and
speedily, Panama will have no time to present its sentiments—nor any
necessity to do so—in international fora.

If the United States cannot be expected to sacrifice its fundamental
interests, he said, it is also true that the United States must respond
to Panama’s “basic needs”, such as fixing a reasonable duration for
the new treaty—and that should be the year 2000.

Panama appreciates how the fundamental institutions of the U.S.
operate, and knows the problem of public and Congressional opinion.

Panama, too, has problems. 1.7 million Panamanians consider
themselves experts on resolving the Panama problem; it is the matter
that they think about constantly.

Turning to the question of a joint communique, Minister Boyd
noted President Ford’s reaffirmation of the “Principles”. If the Demo-
cratic Administration now reaffirmed those Principles it would be use-
ful for public opinion in the U.S., and would be useful in Panama and
all Latin America.

The Secretary agreed that a joint statement would be useful as
tangible evidence of progress.

He then raised the fundamental guidelines under which the negoti-
ations will continue. Noting Panama’s intent to work seriously, and
the Minister’s statement that Panama will have neither time nor need
for raising this matter in other fora, the Secretary stated that he is
prepared to proceed on the basis of the Tack-Kissinger Joint Statement
of Principles.

He noted, however, that this was not an easily-made decision—
that long and serious consideration had been given to it. The United
States believes that with a spirit of cooperation and flexibility the two
countries can proceed under the Tack-Kissinger Principles, and that
this decision constituted a major first step toward a treaty.

Concerning the joint announcement, the Secretary stated that it
would be useful to note that the two countries have agreed to make a
sustained effort to conclude a new treaty at an early date.

The Secretary asked Ambassadors Bunker and Linowitz for a date
for the next meeting. Ambassador Bunker suggested the 10th of
February.

Minister Boyd noted that the reports of Ambassador Linowitz’
appointment had been taken very well in Panama. He also noted Pana-
ma’s admiration for Ambassador Bunker and said that his presence at
the negotiating table lends a specific significance to the United States
purpose. He also stated that Panama knows Linowitz as a lawyer and
statesman who is knowledgeable about Latin America. He observed
that the combination of Bunker/Linowitz will have an “explosive
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impact” on the pursuit of the negotiators’ objectives. He accepted Feb-
ruary 10 as a satisfactory date and stated that this will have a favorable
impact in Panama, Latin America and the whole world.

Minister Boyd also asked that the joint statement refer to the objec-
tive of concluding the negotiations in 1977.

The Secretary replied that it would be better to refer only to conclu-
sion of a treaty “at an early date”, without a time limit because mention
of a date would cause problems with Congress. The term “an early
date” conveys the correct message without creating problems. He also
suggested that it be called a “joint statement” rather than “joint commu-
nique”, a term usually reserved for Presidential use. He suggested
drafting a text, reading it to the press and answering a few questions
after luncheon.*

The Minister agreed and asked Dr. Escobar and Dr. Illueca to
represent Panama in the drafting of a statement.

The Secretary asked Ambassadors Bunker and Linowitz to repre-
sent the U.S. (At this point all but the drafters proceeded to luncheon.)

During the lunch, Ambassador Illueca asked the Secretary how
the National Security Council viewed the negotiations. The Secretary
replied that there had been a meeting only a few days ago.? The subject
was given much serious thought. The question of continuing under
the Tack-Kissinger Principles arose, and it was decided that if Panama
wished to move seriously and flexibly, then the Tack-Kissinger Princi-
ples represented a good starting point.

The Secretary offered a toast noting that the United States cares
deeply about its relationship with Panama and is determined to move
the negotiations forward successfully and promptly. While there will,
of course, be bumps in the road, the United States feels that a melding
of the aspirations of Panama and the necessities of the United States
(which lie in an open and neutral canal always) will lead to a solution
which is just.

Minister Boyd replied that Panama and Latin America are very,
very much interested in coming to terms with the United States in
1977. He said that emotions are even higher now than in 1964°—the
“colonial enclave” has grown to be a still greater burden. Panama

4Vance read the joint statement, which affirmed continuing the negotiations on
the basis of the Tack-Kissinger principles, at an informal news briefing he and Boyd
held following their meeting. For the text of the statement, see the Department of State
Bulletin, February 21, 1977, p. 146.

5See Document 6.

6 A reference to the violent riots which erupted in the Panama Canal Zone on
January 9, 1964, and resulted in a temporary breaking of relations between Panama and
the United States.
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believes that President Carter is on the road toward avoiding another
episode like 1964. He expressed the hope that the morality of the new
Administration will serve as a “floating balloon” to by-pass the bumps
in the road mentioned by the Secretary.

To the Secretary’s query, Ambassador Bunker noted that the negoti-
ators have completed a SOFA and conceptual agreements on adminis-
tration, canal defense, jurisdiction and use rights.

Minister Boyd mentioned the lands and water papers which, when
agreed to, will constitute an annex to the Status of Force Agreement.
He added that on lands and waters Panama still has some concerns,
among them the Balboa port. The United States wants to provide Pan-
ama only one pier and wants the canal operating entity to keep the rest,
to be rented to private enterprises. He described this as unacceptable.

Ambassador Gonzalez-Revilla commented that during the last sub-
stantive negotiating round Panama presented a document which out-
lined its comprehensive view of the exact state of the negotiations.”
Panama feels that the ball is now in the United States court. He asked
whether Panama can expect that on February 10 the United States will
deliver its response.

The Secretary explained that it is his policy to place the responsibil-
ity for the negotiations on the negotiators. He noted that he prefers to
choose skilled negotiators and let them proceed.

Minister Boyd repeated Panama’s desire for a reply to the October
21 paper.® In reply the Secretary noted the importance of flexibility.
He asked Panama to look at its negotiating positions as outlined in the
paper and to come into the new round with no rigid positions. He said
the United States would follow a similar practice.

7 See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, Document 137.
8 Ibid.
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10. Letter From the Commander in Chief of United States
Southern Command (McAuliffe) to the Chairman of the
Joint Chiefs of Staff (Brown)!

New York, February 2, 1977

Dear General Brown,

Colonel John Conlin of your Staff Group has informed me that the
NSC Policy Review Committee has reached agreed broad negotiating
positions on the duration of US defense rights pertaining to the Panama
Canal and its neutrality.? As I understand it, US defense responsibilities
and operations under the treaty would end on 31 December 1999.
However, for the period after 31 December 1999, both the US and the
Republic of Panama would commit themselves to protect and defend
the Canal and assure its neutrality. In addition, Panama would agree
not to challenge the US interpretation that it could exercise this respon-
sibility unilaterally.

I fully support these positions. The position on neutrality has the
strength of not only protecting essential US interests in the years ahead,
but also providing leverage to assist in treaty ratification.

Concerning the duration of US defense responsibilities, there is a
pertinent and I believe useful provision in the 1974 Threshold Agree-
ment? to the effect, “Panama shall confer on the US use rights for the
purpose of protecting and defending the waterway . . . which . . . shall
lapse at the end of the treaty’s lifetime unless the two parties agree
otherwise through negotiation to be held five years before the expira-
tion of the treaty.” I would very much like to see such a provision in
the new treaty.

I continue to believe that the exercise of the US right to respond
unilaterally to a challenge to Canal neutrality should be accomplished
by maintaining a residual US force in Panama beyond the treaty period.
I visualize a small ground-air force, not more than a battalion in
strength, with a supporting base structure which would permit ready
access to reinforcing forces if they were needed to meet a threat to the
neutrality of the Canal. While I recognize the political problem in

1 Washington National Records Center, IA Region Files, 1974-1979: FRC 330-87-
0068, 1974-1978 JCS Defense Concepts. Secret. On February 7, an unknown hand wrote:
“DJS approve action incl. draft reply” on the memorandum. A stamped notation reads:
“No foreign dissem.”

2 See Document 8.

3 See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, footnote 2, Docu-
ment 47.
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attempting to insert language to this effect in the treaty, I do urge that
it be pursued through a bilateral mutual defense agreement.

With a new treaty apparently imminent, I consider that there is an
immediate requirement for an assessment of the mission to be assigned
to the US military commander in Panama during the treaty period.
The size of his forces and the supporting base structure, as well as the
definition of lands and waters for defense, are dependent on the extent
to which that mission includes unilateral and combined defense
aspects. This is also a prerequisite to the development of the defense
concept and the development of the Guardia Nacional’s (GN) force
capability for combined defense of the Canal. The treaty should provide
that the US commander will validate the capability of the GN to contrib-
ute to Canal defense as a condition precedent to any US force reduction
or US base relinquishment during the treaty period.

In addition to the positions addressed above, it is important that
a close look be given to negotiators” proposals for a shedding of certain
of the logistic and administrative functions of the present Panama
Canal Company/Canal Zone Government to the Department of
Defense (DOD). For example, present proposals are that DOD assume
responsibility for health and education services for all members of the
military forces, dependents and employees as well as for the employees
of the Canal entity and their dependents. If performed by DOD, these
major support activities would require, among other aspects, a larger
amount of housing to be placed under US military control than we
now plan, as well as an evaluation of the statutory basis of providing
these services to non-DOD personnel.

While not a central defense issue, I believe it pertinent to ask the
Joint Chiefs of Staff to urge an early guarantee of the rights of the
employees of the Panama Canal Company. Such a public assurance
from the United States Government while the negotiating and ratifying
process is going on would do much to neutralize the expected disquiet
of the employees and, concomitantly, reduce a possible threat to the
security of the Canal.

I appreciate this opportunity to consider the latest DOD position
on defense and neutrality of the Panama Canal, and I am prepared to
participate in a continuing review of these and other Canal defense
matters.

Sincerely,
D.P. McAuliffe

Lieutenant General, USA
Commander in Chief
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11. Memorandum for the Record!

Washington, February 2, 1977

SUBJECT

Meeting with Marty Gold, Senate Select Committee on Intelligence Staff,
Regarding Plans for the Committee’s Investigation [less than 1 line not declassified]

1. I met today with Marty Gold, Senate Select Committee on Intelli-
gence staff, to discuss the Committee’s plans?® [2%: lines not declassified]
Rather the Committee is preparing for what all expect to be a very
lengthy and heated debate on a new Panama Canal treaty. Gold believes
a new treaty will be before the Senate by September 1977 at the latest.
Although the major responsibility for informing the Senate will lie with
the Committee on Foreign Relations and the Committee on Armed
Services, the Select Committee feels that they will have some role to
play in enlightening the Senate on the issues involved. The Committee
would like to prepare a classified report which will deal with two
questions expected to be discussed during the ratification debate:

a. [1 paragraph (2% lines) not declassified]
b. What is the Cuba/Panama connection? Mr. Knoche had dis-

cussed [less than 1 line not declassified] incident occurring in Panama
involving transfer of information from the Panamanians to the Cubans.?

2. Gold said the Committee expects there to be many charges and
counter-charges made by the pro and anti-treaty elements in the Senate
and the Committee wants to be able to contribute some facts to this
debate on the above two points.

!Source: Central Intelligence Agency, Office of Congressional Affairs, Job
79M00983A, Box 8, Folder 4: SSCI Countries—Panama Sept 1972-May 1977. Secret.
Drafted by Massey. All brackets except those that indicate omitted text are in the original.

2In a February 3 letter, Inouye informed Secretary Brown of the Senate Select
Committee on Intelligence’s (SSCI’s) plans to undertake a project “which relates to basic
United States interests in the Panama Canal Zone” and asked for Defense’s cooperation
with the investigation. (National Archives, RG 218, Records of Chairman George S.
Brown, Box 48, 820 (Panama) Bulky 1 Jan 1976-31 May 1977) The CIA received a similar
letter from Inouye on February 16. (Central Intelligence Agency, Office of Congressional
Affairs, Job 79M00983A, Box 8, Folder 4: SSCI Countries—Panama Sept 1972-May 1977)

5In an internal February 19 report, the Central Intelligence Agency provided a
detailed account of its February 11 briefing of SSCI staff members [text not declassified],
including accusations that a Panamanian G-2 passed IADB documents to the Cubans.
The Agency noted that “although there is cooperation in areas of mutual interests such
as exiles, the Panamanian GN/G-2 should not be considered a Cuban tool nor should
it be assumed that the flow of information from the Panamanians to the Cubans is
unrestricted.” (Central Intelligence Agency, Office of Congressional Affairs, Job
79MO00983A, Box 8, Folder 4: SSCI Countries—Panama Sept 1972-May 1977)
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3. Gold said that he, Mike Madigan, and Walt Ricks, of the Select
Committee staff, plus one Committee research assistant, would be the
staff members conducting the study. The Committee’s report would be
classified, subject to Agency views on dissemination, with it probably
available only in the Committee offices to Senators during the debate.
Gold said that the three staff members, after thoroughly researching the
subject here, will probably fly to the Canal Zone via military transport
to examine the same questions in Panama. [2 lines not declassified] Hence,
no Senators would participate in the trip.*

4. Regarding the objective of the Committee’s study, Gold said that
Ricks had been interested in the allegations of Agency involvement in
the swine fever outbreak in Cuba. [1% lines not declassified] Gold said
Ricks might want to follow up this angle as well. I'm not sure that
Ricks is cognizant of the Agency’s press statement on this subject.

Donald F. Massey
Assistant Legislative Counsel

4 A March 1 memorandum from the Office of Legislative Counsel, CIA, summarized
the February 23-28 SSCI staff trip to Panama, concluding that “no problems turned up.
SSCI staffers seemed satisfied.” (Central Intelligence Agency, Office of Congressional
Affairs, Job 79M00983A, Box 8, Folder 4: SSCI Countries—Panama Sept 1972-May 1977)

12.  Letter From President Carter to the Panama Canal Treaty
Co-Negotiator (Linowitz)!

Washington, February 3, 1977

To Sol Linowitz

Cy Vance has brought the Report of the Commission on U.S.-Latin
American Relations to my attention, and I want you to know that I
welcome and appreciate the initiative of you and your colleagues.? I

! Source: Carter Library, White House Central Files Subject File, Box C0 121, 1. No
classification marking.
2 See footnote 5, Document 5. In 1976, the Commission issued a report which stressed

the “great urgency of negotiating a new Panama Canal Treaty” among other issues.
(Linowitz, The Making of a Public Man, p. 144)
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also want to assure you that it will be given very careful consideration
by my Administration.

Iam very pleased that you have agreed to serve as Co-Negotiator on
the Panama Canal Treaty, as I place the highest priority on negotiating
a new treaty. We need it both to protect our interests in the Canal and
to begin to build more realistic relationships with the countries of Latin
America and the Caribbean.

Sincerely,

Jimmy Carter

13. Telegram From the Department of State to the Embassy in
Panama'

Washington, February 4, 1977, 02327

25459. For the Ambassador from the Secretary. Subject: Panama
Canal negotiations.

Ileave to your discretion the desirability of seeking an appointment
with General Torrijos to convey following oral message concerning my
meeting with Boyd and our views on Panama Canal negotiations:?

(1) I was very pleased to be able to have such an early meeting
with the foreign minister to discuss the Canal negotiations and thus
underscore the importance we attach to an early settlement.?

(2) Our conversation revealed a mutual interest in pursuing serious
sustained negotiation without any diversionary tactics in order to con-
clude a treaty at the earliest possible date.

(8) I'was surprised and disturbed to be informed by Foreign Minis-
ter Boyd that you were unhappy over reports of U.S. insistence on
security rights after the termination of the treaty. I wish to emphasize

1 Source: Department of State, Bureau of Inter-American Affairs, Office of the U.S.
Permanent Mission to the OAS, Einaudi Country Files, 1977-1989, Lot 91D371, Box 6,
Panama 1977. Confidential; Priority; Exdis. Drafted by Todman; cleared by Habib and
Goldsmith; and approved by Vance.

2 See Document 9.

5In telegram 1001 from Panama City, February 10, Jorden reported that he was
unable to transmit the message to Torrijos directly and instead met with Gonzalez on
February 10, on instructions from Torrijos. The meeting focused primarily on the sudden
resignation of Boyd as Foreign Minister. (Department of State, Bureau of Inter-American
Affairs, Office of the U.S. Permanent Mission to the OAS, Einaudi Country Files, 1977-
1989, Lot 91D371, Box 6, Panama 1977)
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that during my discussions with Foreign Minister Boyd I stressed the
importance of the continued neutrality of the Canal. No hard and fast
positions were taken but you should be well aware of our concern about
that issue, a concern strongly felt by many members of our congress.

(4) I stressed to the foreign minister the need for flexibility on both
sides as we face complex issues in which both sides would understand-
ably be defending the interests of our respective countries.

(5) The basic U.S. purpose in the negotiations and in the treaty is
to ensure a safe, efficient and neutral Canal.

(6) The details of the negotiations will be left to our negotiators in
whom we have the highest confidence.

Vance

14. Memorandum From the Panama Canal Treaty Co-Negotiator
(Linowitz) for the Files!

Washington, February 14, 1977

Re: Meeting with President Carter on February 11, 1977

At noon on February 11th, Ambassador Ellsworth Bunker and I
arrived at the White House for a meeting with the President, Secretary
of State Vance and National Security Advisor Brzezinski in connection
with the Panama Canal Treaty negotiations.

Soon after we arrived Brzezinski greeted us and then took us
into the Oval Office, where we awaited the President. As we entered
Brzezinski encountered the President’s Appointment Secretary, a
young man who had served in the Peace Corps in Guatemala before
he returned to the University, where he acquired an interest in politics
and ultimately became a devoted supporter of Jimmy Carter in 1975.

Jody Powell, the President’s Press Secretary, entered for a few
moments and then suddenly the President came into the room quietly
and as he saw me he called out, “Hello, Sol” and came striding forward.
He shook hands with Ellsworth Bunker and told him how pleased he
was to see him and then he and I shook hands.

1 Source: Library of Congress, Manuscript Division, Linowitz Papers, Box 113, Pan-
ama Canal Treaties, Carter, Jimmy and White House Staff 1977, Feb-1978, Jan. Confiden-
tial; Personal.
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Although it was a warm spring day there was a fire crackling in
the fireplace and after a few moments of standing around the President
asked us to sit down. His first question to Ellsworth Bunker was, “How
do you like working with Sol?” Bunker told him how much he liked
the idea and said that he was pleased that we were in harness together.
I told the President that Bunker had been my mentor and that we
therefore had an especially personal relationship. Bunker endorsed that
warmly and the President seemed pleased.

The President then asked what were the prospects for a new Treaty
and Bunker told him about the main problem being the defense-security
one. The President made quite clear that if there were not a proper
provision for defense and neutrality after the year 2000 the Treaty
would not be approved by the Senate even if he himself signed it. He
then asked what were the toughest issues and again Bunker talked
about defense and security and I added a word about the Zonians and
the matter of compensation.

The President wanted to know what the effect would be of Boyd'’s
resignation as Foreign Minister and I pointed out that one possible
favorable interpretation would be that Torrijos might smell a new
Treaty developing and wanted his own name on it rather than that of
Boyd.2 The President said, “You don’t have to worry about that with
me. I would be perfectly willing to have it the Bunker-Linowitz Treaty.”

I'talked a bit to the President then about payments to the Panamani-
ans and the situation with reference to the tolls which had already
been raised twice recently. He asked what the cost was for a ton through
the Canal in light of the charge of $1.29 per Panama ton. I pointed out
that the cost generally included all the costs of the Zone and he indicated
that perhaps this was “unfair”.

I then mentioned to the President that it was possible that we might
reach an impasse in the negotiations and in that event a letter from
him to Torrijos might be helpful for us to have. I then read to him a
proposed letter which I had written out shortly before coming to the
meeting. He found it acceptable and Brzezinski asked for it so that he
could have it prepared and signed by the President. The President said
that in the light of Torrijos” interest in obtaining recognition he might
be pleased to have the President suggest that Carter and Torrijos would

2In telegram 1009 from Panama City, February 11, the Embassy analyzed Boyd’s
resignation: “Differences of both form and substance between him and Torrijos almost
certainly played a part in his departure—but it was also a renewed sign that the general
is the one who runs things here and that others had better not forget it. We see in Boyd'’s
departure a signal that Torrijos is determined to make a greater share of decisions in
the negotiations himself.” (Department of State, Bureau of Inter-American Affairs, Office
of the U.S. Permanent Mission to the OAS, Einaudi Country Files, 1977-1989, Lot 91D371,
Box 6, Panama 1977)
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be signing the Treaty together and he asked Brzezinski to add that to
the letter.?

With reference to the new Treaty itself the President made clear
several times that he believes that it is vitally important to us and that
after signature he would do everything he could to assure that it got
ratification by the Senate.

He then went on to say that if we thought it were necessary for
him to come in at any time to talk to Torrijos or otherwise, he stood
ready to do so and to be of help in any other way he might. Similarly,
Cy Vance, who joined us later indicated that he, too, would be available
in any way that it might be helpful.

At that point the President was briefly interrupted to be told that
his mother had been suggested to go to India as his representative
with his son, Chip, to attend the funeral of the President of India. He
then asked Vance for his reaction and Vance thought it was fine and
said he would assure proper protection and inform Mrs. Carter.

I then took a moment to say to the President that it seemed to us
that a citizens committee for support of the Treaty would be a good
and, indeed, a necessary move. I pointed out that we could get someone
like Dean Rusk or Admiral Zumwalt* to serve as the head of such a
committee and told him that I had talked to Zumwalt. The President
responded quite favorably and seemed to react especially to the sugges-
tion that Dean Rusk would take it on.

Before leaving I asked him what we might tell the press about the
meeting and he suggested that it would be appropriate to say that we
talked over the main points of the proposed negotiations and that the
prospects for a Treaty were good.

I found the President extraordinarily well informed on the Treaty
negotiations, confident, informal and in excellent spirit. He seemed,
indeed, to look presidential and acted as if he were perfectly comfort-
able to be occupying the post of President of the United States.

3In telegram 38993, February 19, the Department transmitted the text of Carter’s
letter to Torrijos, in which Carter expressed his “hope that these negotiations will bear
fruit and will result in a treaty which will be fair, reasonable and appropriate in every
respect.” Carter assured Torrijos that the United States intended to “proceed in a coopera-
tive and flexible spirit in the effort to arrive at a treaty which will satisfactorily meet
the proper concerns of both Panama and the United States.” If the treaty negotiations
were successful, and “as a sign of our friendship and determination to place our relations
on a firm basis, it might be fitting for us to meet and sign the treaty jointly,” Carter
concluded. (Department of State, American Embassy Panama, Panama Canal Treaty
Negotiation Files, 1964-1977, Lot 81F1, Box 127, POL 33.3.2)

4 A reference to Elmo R. “Bud” Zumwalt, Chief of Naval operations, July 1970-
June 1974.
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15. Memorandum of Conversation'

Contadora Island, February 15, 1977, 10 a.m.

SUBJECT
Informal Meeting of the Negotiators February 1977 Round

PARTICIPANTS
United States Panama
Ambassador Ellsworth Bunker Sr. Romulo Escobar Bethancourt
Ambassador Sol M. Linowitz Sr. Edwin Fabrega
Mr. Anthony Hervas, Interpreter Sr. Jorge Carasco, Interpreter

(For the use of the negotiating team only)

Ambassador Escobar: First, as the Foreign Minister did at the air-
port, I would like to welcome Ambassador Bunker and Ambassador
Linowitz on the occasion of your visit to Contadora Island. We expect
Ambassador Linowitz will enjoy his stay here. We already know
Ambassador Bunker enjoys his visits. I have had the honor to partici-
pate in many of these meetings with Ambassador Bunker, and I want
to give new recognition to the positive attitude he has always shown
in the negotiations between our two countries. I wish to express to you
that we are grateful for your presence here as well as for the declarations
that President Carter has made, and we sincerely hope that this round
will be the most fruitful one between our two countries. We are con-
vinced that you have arrived here with this purpose and I can assure
you that our side also shares the same purpose. With these words of
salutation, I would like to end my remarks and listen to the distin-
guished representatives of the United States Delegation. Thank you.

Ambassador Bunker: Mr. Escobar, Ambassador Linowitz and I are
very pleased to be here. We are colleagues and old friends and have
worked together on many things over a number of years. Because we
want to achieve an agreement on a new treaty we felt it would be
useful to hold this preliminary talk before our session this morning to
explain our concerns and our views. We feel this will facilitate agree-
ment. We want to inform you about the procedures we would like to
suggest and we would like to hear how you feel about these procedures.

As you know, with a new administration we have a new ball game.
As you know, and as I mentioned in the statement regarding our

1 Source: Department of State, American Embassy Panama, Panama Canal Treaty
Negotiation Files, 1964-1977, Lot 81F1, Box 127, POL 33.3.2. Confidential. The meeting
took place in the conference room at the Hotel Contadora. The meeting ended at noon.
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conversations with President Carter,> Ambassador Linowitz and I have
talked with the President, and with the Secretary of State of course.
We have received his views and his concerns. He is anxious to see
some progress toward the conclusion of a treaty. However, he is also
concerned that such a treaty should be on a basis that will protect your
interests as well as the interests of the United States. These interests,
as I stated in my last talks with Minister Boyd,® are that the United
States must see its security in the Canal adequately maintained and
protected. A country which is as large as the United States has to fend
for itself in order to provide for its own security and cannot depend
on someone else for its own security. Any agreement must protect
your interests and the United States interests. Ambassador Linowitz
and I talked to the President. Ambassador Linowitz knows the Presi-
dent very well, and he will explain to you how he sees the matters
before us.

Ambassador Linowitz: First, let me tell you that it was a deep
honor to be asked by the President to join Ambassador Bunker in the
negotiations. I share with most Americans great respect and admiration
for Ambassador Bunker and as a friend and admirer I feel it is a great
responsibility to join him in these talks. Perhaps you already know,
without me further protesting the point, of my friendship for Panama
and of my desire to see a new Canal treaty. I want to say this first to
establish my credentials as a friend of Panama. In this context, as
Ambassador Bunker suggested, I will offer you my views on the prob-
lems and issues we face as well as on President Carter’s attitudes
and position.

I had an opportunity to discuss the matter with President Carter
both during the campaign and since the campaign ended. I can assure
you, like Ambassador Bunker has stated, that we are seeking a new
Panama Canal treaty which is fair and equitable and which meets both
the interests of the United States and Panama. I can also tell you that
the President feels that he is under an obligation not to approve a
treaty that does not have adequate protection for the long-term interest
of the United States. He will not sign a treaty that will not be ratified
by the Senate. It is clear that he feels a responsibility toward the people
of the United States to work in a cooperative manner to achieve a new
treaty which is fair and properly meets the needs of Panama and fairly
meets the needs of the United States. With this in mind he asked that

2 Presumably a reference to arrival statements, transmitted by the Department in
telegram 32525 to Panama City, February 12. (National Archives, RG 59, Official and
Personal Files of Ambassador at Large Ellsworth Bunker, Lot 78D300, Box 1, Negotiating
Round, Feb. 13-23, 1977)

3 See Document 9.



October 6, 1976-September 9, 1977 67

I convey to you that what we seek in the negotiations is not confronta-
tion but cooperation. What we seek in the negotiations is an effort to
cooperatively meet our mutual needs. We need your help in reaching
an agreement that will be approved by President Carter and will be
ratified by the Senate. If this is not achieved, there will be no treaty.
Unless we understand this, both our sides would be working to our
disadvantage. One more thing I would like to state, in this same spirit
of friendship and candor, is that you should understand that it is
politically costly for the President of the United States to engage in a
strong fight for a new Canal treaty. The forces that in the United
States have already aligned themselves against a new treaty are quite
formidable. Politically, any gains are not internal gains for the Presi-
dent. He wants a new treaty because he feels that it is both right
and important to reach one. However, when he asked me to come to
negotiate, he mentioned that he recognized the political costs, yet was
willing to bear those costs if the treaty reflects the objectives we want.
In such a case he is willing to make the effort that is required.

Ambassador Bunker: In the talks Ambassador Linowitz and I had
with the President before we left he said to us: “If you can get the kind
of treaty which satisfies Panama’s aspirations and US security interests,
I will go all out in support of such a treaty.”

I think we are aware of your aspirations. You have made clear
how you feel about the matter of duration, a matter which is tied up
to the question of adequate neutrality guarantees for the United States
and to arrangements for post-treaty defense of the Canal. These, from
our point of view, are as important to us as the matter of duration is
to you.

I thought it would be useful before we go into the formal talks to
have this informal exchange to tell you about our fundamental concerns
in the interest of making greater progress, progress which I hope we
can achieve during this session. I did wish to make clear to you where
our concerns lie.

Ambassador Linowitz: With this in mind, it is that we are propos-
ing, as Ambassador Bunker indicated earlier, that we leave aside now
the questions of duration, post-treaty neutrality, and defense, and focus
first on the other issues, with the intention of making a constructive
contribution, as will be set forth in our position paper.* And that we
leave for later the questions of duration, post-treaty neutrality, and
defense. I thought that you should know about this in advance of our
formal session. That is why we chose this informal private meeting to
tell you the reasons why we will be proceeding in the manner I have

4See Document 17.
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described and in case you had any questions that we could answer
before the formal session.

Ambassador Escobar: I am happy that Ambassador Bunker and
Ambassador Linowitz have both referred to this issue because we feel
that it is truly the “gordian knot” of our problem. The basis for any
progress in our negotiations is precisely the determination of the term
of duration of the treaty. During many years we have been negotiating
with the United States. Ambassador Bunker can witness to the fact
that in previous years, when we were asked to meet the greatest security
concerns of the United States, which were to clearly establish that
the defense of the Canal would be the responsibility of the U.S., the
Panamanian side worked very seriously on this matter. That is the
reason we reached the draft of the SOFA. At that time we also reached
the decision that the United States would have the primary right of
defense of the Canal. That is also why we accepted to continue having
in our own territory defense sites and U.S. troops. Both our teams have
also been working hard with the purpose of determining the necessary
areas for operation so that guarantees would be real ones. We also
agreed that the operation and administration of the Canal should con-
tinue to be under U.S. responsibility. At all times during our negotia-
tions Panama has been searching not for confrontation but for coopera-
tion with the United States in order to find solutions to those problems
which are vital to both countries and important to the rest of the
countries of Latin America and to many nations throughout the world.
I bring this up so you can clearly see that the policy of the Republic
of Panama, the policy of the government, and the policy of General
Torrijos has always been a policy of understanding and of seeking
solutions to the difficult problems that are confronted. Along the same
line of thought, we also expect the U.S. to understand what the vital
interests of Panama are. These vital interests of Panama are: to perfect
its sovereignty; to have jurisdiction over its entire national territory;
and to be free to direct its own destiny, as all nations do. We honestly
believe that the new administration that has assumed office in the
United States, led by a President who is looked upon now as a man
of great moral authority, as a man of great personal character, not only
by his own people but also by the people of Latin America, and I
would also say by many countries throughout the world, has in its
power the capacity to disseminate within its own country the truth
about all these issues in the assurance that the American people will
be sufficiently qualified to fully understand the situation. The people
of the United States have never been colonialists. The US has not been
a country intent on subjugating other countries. We feel that in the
case of Panama, with the exception of some groups in the United States
similar to some we also have in Panama, there is a general consensus
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that on this issue we should proceed with justice and equity. I would
say that what the US people need to know is the fact that we have
already agreed on measures that will guarantee the interests and the
military security of the United States in relation to the Panama Canal.
This matter has already been established. The other matter that we
also have to clearly establish is that both countries are committed to
agree to a new treaty with a duration date.

Panama has already made political sacrifices in agreeing to: the
draft SOFA; the draft document on defense sites; and the draft docu-
ment on administration and operation of the Canal.”> These have had
an internal cost and have met with considerable opposition among
certain sectors of Panama. However, General Torrijos, demonstrating
great responsibility, understood that this was the only way in which
both countries could advance toward the solution of existing problems.
He also felt that, in a certain manner, this could also offer an example
of how to conduct relations between such a powerful country as the
United States and countries in the rest of Latin America. Panama has
set forth a very reasonable term for the duration of the treaty. We feel
that a treaty to the year 2000 is very reasonable. Even Senator Hum-
phrey told us while we were in the United States that he felt this was
a reasonable term for duration.® Upon reaching the year 2000 Panama
must assume all attributes inherent in a sovereign, independent nation.
After the year 2000 the US should not fear for the security and operation
of the Canal because first, it is a basic interest of Panama that it be so,
and secondly, because the General has stated that a declaration of
neutrality by Panama can be strengthened, through the United Nations,
by all the countries of the world. If all the countries of the world agree
to the neutrality of the waterway, we honestly believe that it will be
assured. This will represent a greater assurance of real neutrality than
that which can be individually guaranteed by any one country alone.
We feel that the concept that the United States, after the year 2000,
should continue to have defense rights and a guarantee of neutrality
is not realistic, because it is unnecessary for a great power such as the
United States, and also because it does not conform to the manner in
which agreements between nations operate in the world.

I honestly believe that the administration of President Carter, with
the assistance of a negotiating team of great intellectual caliber and a
vision of the future, can face up to this problem knowing that the

5See Document 9.

6 According to telegram 23441 to Panama City, February 2, Boyd met with members
of the Senate Foreign Relations Committee. After the meeting, Senators Sparkman and
Case issued a joint press statement endorsing the Carter administration effort to negotiate
a new treaty. (National Archives, RG 59, Central Foreign Policy File, D770037-0895)
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concept of a need for a guarantee extending beyond the year 2000 is
not realistic and that it would be impossible for Panama to accept it.
No government in our country would be able to present to our people
a treaty with the United States that does not place a termination date
for the duration. I would like to say, with all due respect to Ambassador
Bunker and Ambassador Linowitz, that the procedure in the present
round should be directed to the decision of the issue of duration of
the treaty. In our country public opinion is conscious of the fact that,
if after 13 years of negotiations we cannot make a determination on
the matter of duration, these negotiations cannot continue eternally.

Though it is true that we face a series of problems in other related
areas of the treaty, a decision on the issue of duration would permit
both teams to work faster in search of a solution to the remaining
problems. Otherwise, no progress is practicable because we would be
working without knowing until when the arrangements would have
to last. I would therefore propose, with all due respect, that we try a
discussion in depth on this matter and arrive at a decision that is clearly
useful to end our negotiations.

Ambassador Bunker: I think we have already recognized that Pana-
ma’s objective was to perfect its own sovereignty. We have also agreed,
in the principles,” that the treaty would have a termination date. We
have gone a long way, in the area of jurisdiction, towards perfecting
Panama’s sovereignty over the Canal. However, equally important to
a country of over 200 million people, a country which is the most
powerful country in the world, is to make sure that its vital interests
are protected in the Canal not only during the term of the treaty, but
always. The Canal is of vital interest to the United States. The matter
is how do we compromise your aspirations and our security interests.
Ambassador Linowitz has said that there are other issues that are
equally important to us during the term of the treaty. You have made
a unilateral declaration on the year 2000. We feel it is clear that agree-
ments, adjustments, and compromises on other issues are essential to
the progress of our negotiations before we can reach agreement on a
date. We want to discuss these issues and find a solution to many that
are hanging fire and see if we can achieve some progress. The issues
of neutrality and post-defense arrangements are vital to the United
States. We cannot take back a treaty to the Senate unless we can con-
vince them that US interests are protected. I personally think, and I
believe Ambassador Linowitz agrees, that we can find formulae to
resolve these issues if we address ourselves to them. Let us meet on

7 The Tack-Kissinger principles of February 7, 1974. See footnote 10, Document 3.
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these key issues and then take on the matters of our interests and your
aspirations.

Ambassador Linowitz: I would like to supplement very briefly
what Ambassador Bunker has said. We have both come here in a spirit
of cooperation and we want to ask you to understand US needs in the
same manner as you wish us to understand Panama’s needs and we
want to ask for your help in developing a position that may have good
prospects of approval. It will not help the President and it will not
help a new treaty if we come back with a position that we know is
not acceptable to the President and to the Senate. We would be doing
you a disservice if we did not point out the risks of reaching a solution
that would not have a chance to prosper. If we go back with an agree-
ment on duration and we have not satisfactorily solved the other key
issues, the treaty does not stand a chance of approval by the President
or by the Senate. We have to deal with the other interests if we are to
serve our mutual interest to reach a new treaty. One more word. You
mentioned Senator Humphrey. Ambassador Bunker and I met with
him a few days before our departure and he himself pointed out the
importance of returning to the Senate a treaty which, while taking care
of your aspirations on duration, deals appropriately with U.S. concerns
regarding post-treaty arrangements.® You know that Senator Hum-
phrey is very “simpatico” and he is aware of the aspirations of Panama.
He recognizes that if we try to help with your concerns on duration,
you also must help us regarding the other issues that are important
to us.

Senor Fabrega: I wanted to say that we are apparently in a situation
in which we are trying to find out what came first, the chicken or the
egg. Ambassador Escobar has said that once the two fundamental
aspects of duration and defense are decided, it will be very easy to
reach agreement on all other remaining matters which would be part
of the treaty. It would be very easy to reach an agreement on all other
issues relating to the operation, maintenance, and defense of the Canal,
both with respect to the fundamental and to the practical aspects. We
believe that if we could get from you an integrated proposal, we would
be in a position to give consideration to it and to provide an answer
to your position.

Ambassador Bunker: Thank you for your response Mr. Fabrega.
We have first a presentation for you® which in part responds to your

8 This meeting took place on February 9 in Humphrey’s office. A memorandum of
conversation of the meeting is in the National Archives, RG 59, Official and Personal
Files of Ambassador at Large Ellsworth Bunker, Lot 78D300, Box 3, Panama, Congress.

9 See Document 17.
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October presentation, as you had asked.! However, our feeling is,
and we want to propose, that we deal first with other issues that are
important to the United States and then deal with the questions of
duration, neutrality, and post-defense arrangements.

Ambassador Linowitz: I would like to say a word in that connec-
tion. We understand your chicken and egg dilemma. Sometimes I don’t
know which is the chicken. It is not our intent to place you in a difficult
position. We understand what you must have regarding duration, but
we must look at our common ground to achieve some progress. In
line with Ambassador Bunker’s remarks regarding our presentation,
it might be helpful in the discussions on the other issues for you to
make the assumption (without having in any way our formal acquies-
cence) that we will deal properly with the issue of duration. In this
manner you would not feel that we are moving in an unrelated way.
It would help us to move forward if we discussed as if a satisfactory
solution to the issue of duration would be forthcoming, and later on
we will deal specifically with duration, neutrality, and post-treaty
arrangements.

Dr. Escobar: The problem we have is that there are a number of
outstanding issues on which we have been working intensively. For
instance, the teams of Architect Fabrega and General Dolvin have
been making progress in the area of lands and waters. We have also
discussed the problems of US citizens working in the Canal Zone. We
have also discussed military housing, outside defense sites. We have
also discussed the status of defense sites and of military and civilian
personnel. We have even discussed issues unrelated to the management
of the Canal. The problem that we face is that we are not advancing
on these issues because we do not know the duration of the treaty. We
do not know until when such measures will exist and we are simply
speculating, thus simply prolonging the negotiations. We ask that we
should center this round on the solution of the problem of duration
because we are conscious that once this is resolved, all other problems
will have an easier solution. We can assure you that on all other issues,
we have had in the past, and we continue to have, a positive attitude
with a view to resolving such issues in a manner that satisfies the
interests of the United States and of US public opinion. On these prob-
lems we do not have an intransigent attitude. What happens is that
when we get into those issues we are working in thin air, because we
do not know when the treaty will end. The fear we have is that in this
round, which has aroused great hopes and expectations among the
people of Panama and the Government, as well as in the United States

10 See footnote 5 above.
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and in many Latin American countries, we will simply limit our discus-
sions to the status of U.S. employees in the Canal Zone, or to how the
Entity will function, or to the size of the Entity. Without denying the
importance of those issues, as far as Panama is concerned, they are all
contingent on duration. What would happen in practice is that we
would sit around for another round, during which we would reiterate
our points of view already expressed in October, and the U.S. Delega-
tion would simply respond to those points. It would be just one more
round in our negotiations, and we want to avoid this because we feel
that the new US Administration is interested in finding an equitable
solution and we are willing to collaborate. However, because of our
experience of many years of negotiations, we know that in discussing
issues of secondary importance we are not defining the basic problems
and we are unnecessarily prolonging the negotiations. That is the rea-
son we are advocating a procedure that would center our work on the
issue of duration. Panama is not interested in causing harm or difficul-
ties to the United States or in losing the cooperation of both countries.
These are not negotiations between two enemy countries but between
two countries that have always cooperated and therefore no fear should
exist on the part of the United States. On the contrary, I would suggest
that arriving at a just solution would increase the cooperation and
solidarity between our countries as well as strengthen the US position
vis-a-vis the other nations of Latin America. We feel that the Carter
Administration, with its present negotiators, has sufficient authority
and sufficient prestige in the United States to assure that no U.S. citizen
would dare think that you have failed to defend the interests of the
United States. Because of your reputation, because of your prestige,
because you are known as just men, it is that we appeal to you to help
us find a solution to that which is a basic problem for our country.

Senor Fabrega: I would like to confirm whether I have understood
correctly. Do you indicate that we could go into the rest of the issues
always assuming that our basic requirement would be satisfied? In
other words, contingent upon the satisfactory solution of our basic
requirement?

Ambassador Linowitz: You can proceed on the assumption that
the solution on duration will be one that you will find acceptable if
we reach agreement; that is, you are not committed until we reach
agreement on duration, neutrality, and post-treaty arrangements.

Ambassador Escobar: Does it mean that consideration of all issues
in this round will include consideration of the term of duration?

Senor Fabrega: Will we be able to cover all issues in this round?
(BRIEF BREAK FOR CONSULTATION AND COFFEE.)

Ambassador Linowitz:  want to clarify to make sure that we under-
stand each other. We believe that the most difficult issues to settle are
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duration, neutrality, and post-treaty arrangements and that if we both
apply ourselves to the other issues on a “what if” basis or on a contin-
gency basis, we can assume that those three issues will receive a satisfac-
tory solution. In this manner we may be able to work and find out
how close we are. It is President Carter’s charge to us that we come
back with a set of proposals regarding what is required to achieve a
treaty. In this manner we will be able to resolve as many issues as
possible and to define the common ground. We can discuss all matters,
excluding duration, neutrality, and post treaty arrangements, on the
assumption we will find a satisfactory answer to these later.

Ambassador Escobar: The problem is that in October Panama sub-
mitted its global position which included the problem of duration.!
Therefore, if as Ambassador Linowitz and Ambassador Bunker have
stated, the U.S. is going to answer our October document, it is very
difficult for us to conceive how their reply could possibly exclude
precisely the problem of duration. We would like to ask you whether
in your presentation in response to our October document there is an
answer to the question on duration.

Ambassador Bunker: There is an answer and it is that duration is
tied to neutrality and post-defense arrangements.

Ambassador Linowitz: I think it is fair to say that we will be in a
position to put before you answers to the entire range of issues even
though our formal presentation does not deal with duration, neutrality,
and post-treaty defense arrangements. However, after our presentation,
we will be in a position to talk about it.

Senor Fabrega: We will consult and we will call you to see if it is
possible to hold a meeting this afternoon.'?

Ambassador Bunker: Who will you have with you?

Ambassador Escobar: Architect Fabrega, Minister Ahumada, Jaime
Arias, Ambassador de la Rosa and myself. We do have some advisers
but their participation will not be necessary. We have two who are
working on the subject of lands and waters.

Ambassador Linowitz: We asked because we would not want to
overwhelm you.

Senor Fabrega: We thought that once we had reached an agreement
on principles, our working group on lands and waters could meet with
General Dolvin’s group to continue discussions.

Ambassador Escobar: I wish to express to Ambassador Bunker and
Ambassador Linowitz that both Mr. Fabrega and I will consider with

11 See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, Document 137.
12 See footnote 4 above.
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deepest sympathy any suggestion regarding any meetings that you
consider advisable to be held only between the four of us. Sometimes
discussions with fewer people can make more progress, and we have
authorization from the General to meet privately any time we feel it
is necessary.

Ambassador Bunker: That can be very helpful indeed.

Ambassador Linowitz: We will await your word regarding an
afternoon meeting.

16. Memorandum From the Deputy Secretary of State
(Christopher) to the Assistant Secretary for Congressional
Relations (Bennet)'

Washington, February 16, 1977

Doug—

Following up on our corridor conversation, I am returning the
attached memorandum? regarding the Panama Canal Strategy, in the
thought that you may wish to consider it in light of the following
developments and comments:

1. The resignation of Foreign Minister Boyd may cause some
changes in the details, if not the overall approach, of our negotiating
strategy. For example, I have heard a rumor that the Panamanians are
now talking about ultimate United Nations approval of any agreement
that is reached. This would be a major complication.

2. It seems to me to be difficult and perhaps risky to have very
many conversations on Capitol Hill until the new negotiating team
returns from its initial conversations, and gives us an initial indication
of the current position of the Panamanians. It would be most unfortu-
nate to persuade some of the doubtful Congressmen on a given hypoth-
esis only to find that our negotiating posture has changed. You will
know best about this, but it might not be desirable to do more than
general backgrounding and “conditioning” until we get further
information.

! Source: Department of State, Principal and S/S Memoranda for 1977, Lot 79D31,
Box 1, Principal Memoranda, July-September 1977. Confidential.

2 Not attached.
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3. As I mentioned, I have reservations about the style of the pro-
posed letter to the President,® and as a footnote I might mention that
the term “fireside chat” apparently is a casualty of cold winter and
fuel shortage.

In any event if you wish, I am inclined to think that there is time
for you to reconsider this package and present it to Cy when he returns
from his Middle Eastern trip.* However, should it be useful, I would
be glad to meet with you or consider it before then.

3 Not found.

4Vance was in the Middle East February 15-21. Bennet and others forwarded the
strategy paper to Vance on March 2. See Document 24.

17.  Briefing Memorandum From the Assistant Secretary for
Inter-American Affairs (Todman) to the Deputy Secretary of
State (Christopher)’

Washington, February 17, 1977

Panama Canal Negotiations

Ambassador Bunker just informed me by the secure line that the
Panamanians are adopting a very tough position in the negotiations.

Our negotiating team has had three meetings. The first was a
private session on Tuesday? with Romular Escobar, Political Advisor
to Torrijos and head of the Panamanian negotiating team, and Edwin
Fabrega, a team member, during which Ambassadors Bunker and
Linowitz outlined our general approach, their talk with President
Carter and what they hoped to accomplish.?

At the second session the same day, between the two complete
teams, they presented the statement of US proposals minus any com-
ment on duration and post-treaty defense.*

1 Source: Department of State, Bureau of Inter-American Affairs, Office of the U.S.
Permanent Mission to the OAS, Einaudi Country Files, 1977-1989, Lot 91D371, Box 6,
Panama 1977. Confidential. Drafted by Todman.

2 February 15.

3 See Document 15.

4The memorandum of conversation, including attachments, of this February 15

negotiating session is in the Department of State, American Embassy Panama, Panama
Canal Treaty Negotiations Files, 1964-1977, Lot 81F1, Box 127, POL 33.3.2.
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The Panamanian reaction given the following day was very tough
and simply restated the old uncompromising position. They kept the
US delegation waiting for 2-% hours, from 3:30 to 6:00, for the scheduled
meeting. At that meeting, Jaime Arias, a businessman and close friend
of Torrijos, made a short but very strong emotional speech. Ambassador
Bunker felt it necessary to reply that Arias’s speech was unwarranted.
He reaffirmed that the negotiators were there in good faith seeking a
mutually advantageous treaty. Ambassador Linowitz spoke along the
same lines.” At that meeting, the US negotiators also presented our
position on neutrality and post-treaty defense, and expressed the hope
that now that the full package was available, the Panamanians would
consider it carefully. The Panamanians said that they would inform
the US negotiators on Friday® when the next meeting would be held.
It is not known whether that meeting will be on Friday or the fol-
lowing day.”

As an expression of their displeasure with what they considered
to be a tough US negotiating stance, the Foreign Minister canceled
a meeting he had scheduled with visiting US Congressmen and the
Panamanians did not attend the dinner for the Congressmen to which
they had been invited.®

Ambassador Bunker asked if we could try to get the letter from
President Carter to General Torrijos sent as soon as possible. I have
been in touch with the NSC and have learned that it will be before the
President this evening.’

5 Arias accused the United States of not negotiating in good faith and called the
paper presented by the United States on its basic position requirements at the February
15 negotiating session a “brazen power play.” Both Bunker and Linowitz expressed their
extreme disappointment in the negative Panamanian response and their hope that the
negotiations would be able to proceed in an atmosphere of respect and honesty. (Memo-
randum of conversation, February 16, 6:30 p.m.; Department of State, American Embassy
Panama, Panama Canal Treaty Negotiation Files, 1964-1977, Lot 81F1, Box 127, POL
33.3.2)

¢ February 18.

7 The next negotiation meetings took place at 12:05 p.m. and 3:00 p.m. on February 18.

8In a February 18 memorandum to Carter, Christopher summarized Todman's
briefing memorandum. Christopher noted that two of the visiting Congressmen, Dornan
and Smith, made “intemperate statements, calling Panama a one-man dictatorship and
asserting that the Panamanians do not want a treaty.” Carter wrote: “We can’t let them
push us around—But public relations is important—here & in Panama—Let’s stay on the
correct & proper side of the issue.” (Carter Library, National Security Affairs, Brzezinski
Material, Subject File, Box 17, Evening Reports (State), 2/11-28/77)

9 See footnote 3, Document 14.
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18. Memorandum From Secretary of State Vance to
President Carter'

Washington, February 23, 1977

1. Canal Negotiations Suspended: Ellsworth and Sol will be arriving
in Washington late tonight to report on the suspension of their talks
with the Panamanians. They will be bringing a message to you from
Torrijos.? [1 line not declassified] Torrijos has concluded that the core of
our position is the need for a bilateral guarantee of the canal’s neutrality
and defense.® He believes that if Panama agrees to the principle of
such a guarantee, it can oblige the U.S. to accept the Panamanian
positions on most other outstanding issues. I will discuss the status of
the talks with Ellsworth and Sol tomorrow afternoon and give you my
recommendations on how we should proceed.*

2. My Testimony before the Slack Subcommittee: I testified this morning
on the State Department’s FY-78 budget before John Slack’s Appropria-
tions Subcommittee. Slack and several of his colleagues had just
returned from Panama where they were not well treated by the govern-
ment. Nevertheless, there were no recriminations but they did want
more details on our negotiations. I will ask that Sol Linowitz go talk
to them.® Bill Alexander who has been very anti-treaty actually invited
us to help “educate” his constituents about the Canal.

[Omitted here is information unrelated to Panama.]

! Source: Carter Library, National Security Affairs, Brzezinski Material, Subject File,
Box 17, Evening Reports (State), 2/11-28/77. Secret. Carter initialed the memorandum
and wrote: “To Cy” in the upper right margin. All brackets except those that indicate
omitted text are in the original.

2 See Document 20.
3 Carter wrote in the left margin: “Sounds accurate for us.”
4See Document 19.

5 Carter underlined the phrase “Sol Linowitz go talk to them” and wrote in the left
margin: “Let me have Sol’s report first.”
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19. Memorandum From Secretary of State Vance to
President Carter'

Washington, February 24, 1977

1. Panama Canal Negotiations: Ellsworth and Sol briefed me today
on their exploratory talks with the Panamanians on a new treaty. They
reported having extensive discussions primarily on the treaty’s dura-
tion, the formula for guaranteeing the Canal’s neutrality and the nature
of post-treaty arrangements for the Canal’s security. While the talks
probed these issues more deeply than at any time in the past, the two
delegations reached no agreement. I said to Ellsworth and Sol that I
felt we should stand firm as our position is a sound one.

Ellsworth and Sol are preparing a report to you which will include
a proposed reply to the message to you from General Torrijos.? After
reporting to you, and subject to your concurrence, I suggested that
they meet the press in order to report some progress while noting that
significant differences remain on the major treaty issues.® In addition,
I recommend that they hold meetings with selected Congressmen and
then call on several Latin American leaders in order to gain support
for a reasonable settlement of the issue.

[Omitted here is information unrelated to Panama.]

! Source: Carter Library, National Security Affairs, Brzezinski Material, Subject File,
Box 17, Evening Reports (State), 2/11-28/77. Secret. Carter initialed the memorandum
and wrote: “Cy.”

2 See Document 20. A copy of the suggested reply from Carter to Torrijos is in the
Department of State, Bureau of Inter-American Affairs, Office of the U.S. Permanent
Mission to the OAS, Einaudi Country Files, 1977-1989, Lot 91D371, Box 6, Panama 1977.

3 Carter wrote: “ok” in the left margin. No record of the meeting with the press has
been found.
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20. Briefing Memorandum From Ambassador at Large (Bunker)
and Panama Canal Treaty Co-Negotiator (Linowitz) to
Secretary of State Vance!

Washington, February 25, 1977

PANAMA

We have just returned from nine days of talks with Panama’s
negotiators. As specified by the Policy Review Committee on January
272 and the President on February 11,° the objective of these talks was
to explore informally whether Panama would be willing to satisfy
fundamental United States requirements in the event that the United
States were to accept a treaty termination date of December 31, 1999.

Through this process, we hoped:

—to reach informal agreement with Panama on the possible out-
lines of a treaty package, or

—to identify clearly Panama’s position on unresolved issues so
that the President and the Policy Review Committee might judge accu-
rately the remaining distance between our positions and make appro-
priate decisions.

In any event, we hoped to place the United States in a posture with
respect to the negotiations which would be perceived as reasonable
and fully supportable in the international community.

Aswe have pressed forward to complete the conceptual framework
for a new treaty arrangement, Panama has presented a hard response.
While it is too early to draw a firm judgment as to the reason for
Panama’s action, our preliminary assessment is that it is a negotiating
tactic. We recognize that it could also be:

1'Source: National Archives, RG 59, Official and Personal Files of Ambassador at
Large Ellsworth Bunker, Lot 78D300, Box 4, Panama Key Documents, 1977. Secret. The
report was forwarded to Brzezinski on February 26 under a covering memorandum
from Borg. (Ibid.) Brzezinski forwarded the report to Carter in a March 1 memorandum.
(Carter Library, National Security Affairs, Brzezinski Material, Country File, Box 60,
Panama, 1-10/77)

2 See Document 8.

3 See Document 14.
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—a reflection of Torrijos” widely-reported indecisiveness and/or
unpredictability;* or

—a more fundamental judgment on Panama’s part that it cannot
afford politically to accept the compromises we judge necessary in
order to protect our interests.

During our eleven meetings with Panama’s senior delegates,5 we
explored in depth the three key and related issues of treaty duration,
neutrality and post-treaty defense arrangements. Other members of
the United States Delegation considered more technical issues such as
the identification of lands and waters needed to operate and defend
the Canal and the form of the entity that will operate the Canal.

In the course of our discussions, we indicated to Panama that we
were willing to explore all other issues informally on an assumption
of a termination date for the treaty of December 31, 1999. In that context,
we presented an initial proposal on the two remaining key issues—
neutrality and post-treaty defense—with these features:

—a separate neutrality treaty with no termination date in which
Panama and the United States jointly would agree to establish and
maintain a regime of neutrality in order that the Canal remain perma-
nently secure, and free and open to all world shipping.

—an addendum to that treaty containing a United States interpreta-
tion of it as providing a basis for the United States to take unilateral
action, if necessary, to protect the Canal’s neutrality even after the
termination of United States control of canal operation.

—a mutual agreement to conclude, before the basic treaty’s expira-
tion, an agreement to facilitate United States participation in post-treaty
Canal defense.

4In telegram 829 from Panama City, February 4, Jorden reported on contradictory
signals and a “high degree of indecision and caution in the Panamanian Government
on key treaty issues.” In particular, Torrijos appeared to be drawing back, cautioning
against premature optimism and hardening his stance on post-treaty neutrality guaran-
tees. A senior Panamanian treaty advisor said Torrijos was “personally insecure and
often erratic in decision-making.” (Department of State, American Embassy Panama,
Panama Canal Treaty Negotiation Files, 1964-1977, Lot 81F1, Box 127, POL 33.3.2) In a
February 8 memorandum to Todman, Packman offered various explanations for Torri-
jos’s public pessimism about the negotiations, concluding that “he has become harshly
critical of those who have a different outlook.” (Department of State, Bureau of Inter-
American Affairs, Office of the U.S. Permanent Mission to the OAS, Einaudi Country
Files, 1977-1989, Lot 91D371, Box 6, Panama 1977)

5 The memoranda of conversation for the February round of negotiations are in the
Department of State, American Embassy Panama, Panama Canal Treaty Negotiation
Files, 1964-1977, Lot 81F1, Box 127. In a February 28 memorandum to the Panama Canal
Negotiation Working Group, Dolvin provided a summary of the meetings. (Washington
National Records Center, OSD Files, FRC: 330-84-0047, Neg Panama & Panama Canal
Zone—16 Feb 77-15 Apr 77)
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Panama declined to accept our proposal on the contention that it
violated Panama’s sovereignty and gave the United States a special
responsibility for the Canal in perpetuity.

Panama’s negotiators subsequently suggested that we attempt to
accommodate our mutual concerns by separating clearly the arrange-
ments for the Canal’s neutrality and post-treaty security. In response,
we offered for exploration a two-point formula. First, Panama would
guarantee to the United States the Canal’s permanent neutrality. Sec-
ond, the United States and Panama would conclude, prior to treaty
termination, a mutual security agreement to become effective upon
termination of the basic treaty.

Panama accepted the first element of our formula, but proposed
that our mutual security agreement be modified to include:

—a specific limitation to threats from third countries;
—a fixed termination date; and

—an assurance that there would be no United States military pres-
ence in Panama after 1999.

We felt these modifications, taken together, essentially vitiated the
formula in terms of the protection of long term United States security
interests in the Canal and of the acceptance of the overall treaty package
by the Congress and the American people. Therefore, we proposed
that Panama reconsider, as an alternative, the initial United States
proposal on these key issues with the deletion of the addendum assert-
ing the unilateral United States interpretation of the neutrality agree-
ment as providing a basis for unilateral action in the post-treaty period.
(We did not suggest that this deletion would change our interpretation
of the provision to authorize such action.)

At this point in the talks we described the three necessary elements
of any treaty arrangement:

—that the United States could not accept a date for Canal operation
earlier than the year 2000;

—that a termination date of December 31, 1999 for United States
Canal defense could be acceptable only in the context of the fulfillment
of basic U.S. requirements on the other outstanding issues; and

—that the ﬁnited States would require a continuing arrangement
which it would use as a basis for protecting the Canal against a threat
to its security from any source (read: Panama).

As the talks progressed, we continued to encounter an unwilling-
ness by Panama to proceed at this time on the basis of these three
elements. The talks concluded February 22 with presentation by Pan-
ama of a four-point document and a personal message to the President
from General Torrijos. We agreed to present both documents to the
President (translations are attached).®

6 Attached but not printed.
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The negotiating document contains the following elements:

—United States responsibility for Canal operation would end in
the year 1990;

—United States military presence and responsibility for Canal
defense would end on December 31, 1999;

—current Panama Canal Company employee housing, the Panama
Railroad and the ports of Balboa and Cristobal would revert to Panama
soon after the entry into force of the treaty;

—a fixed term mutual security treaty would be concluded by 1995
(the treaty would concern threats to the Canal from third countries
only and would prohibit a U.S. military presence in Panama); and

—Panama would unilaterally declare to all the world the perma-
nent neutrality of the Canal.

General Torrijos made the following points in his message to Presi-
dent Carter:

—the United States does not appear to be in a frame of mind to
sign an agreement that truly eradicates the cause of conflict.

—signing just any treaty would give the impression of a solution,
without providing one.

—a treaty which would go beyond the year 2000 in any way would
be a trauma for the Panamanian people

—a plebescite could not be held in Panama on a treaty, unless it
achieved real gains for Panama.

—Panama could view other treaty issues differently if the United
States did not insist upon a military alliance beyond the year 2000.
Torrijos said in the message that he willingly presented these thoughts
to President Carter because of his belief that the President honestly
desires to avoid the use of force in solving our mutual problems. He
later added a sentence to the effect that a Canal treaty could be a model
for the type of relations which should exist between a large and a
small country.

Panama’s presentation of these two documents indicates clearly
that it has hardened its negotiating positions. However, the Panama-
nian negotiators attempted in the final hours of our stay in Panama to
soften the negative impact of their position by expressing the hope
that we would return soon and stating that we were not so far apart
as their presentations might indicate.

In our judgment, Panama is testing the United States under a
new President.

If we are correct, we believe our basic strategy for the next few
weeks should be one of applying pressure on Panama to be more
flexible in the negotiations.
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Specifically we propose to follow a strategy designed:

—to avoid apparent haste in seeking agreement while always dem-
onstrating a willingness to negotiate if the other side is willing to do
the same (Panama might interpret a sense of urgency by the United
States as a sign of weakness);

—to encourage Panama to perceive that achievement of its aspira-
tions rests in compromise; and

—to solicit advice and support for our position throughout the
hemisphere.

21. Memorandum From the Deputy Director for Operations of
the Central Intelligence Agency (Wells) to Multiple
Recipients!

Washington, February 28, 1977

SUBJECT

Reactions of Panamanian Government Officials to the February Round of Canal
Treaty Talks

1. [3 lines not declassified] While the information in this report repre-
sents the personal views of the official cited, it is believed that the
comments reflect the general reaction of the negotiators and other high
level officials of the Panamanian Government to the latest round of
negotiations.

2. [1% lines not declassified] the canal treaty negotiations, “disaster,”
in the form of a rupture in the treaty talks, was narrowly averted twice
during the February negotiating round. The first instance was the initial
representation made by the United States negotiators. The Panamanian
negotiators, believing that the inclusion of Ambassador Linowitz as
negotiator signaled a better understanding and acceptance of Panama-
nian aspirations, were shocked at the tone and substance of the United
States position.?

1 Source: Central Intelligence Agency, Office of the Deputy Director for Intelligence,
Job 80R01362A: Committees Task Forces Boards Councils Files, Box 2, Folder 18: CPS
Latin America. Secret; [handling restriction not declassified]. Sent to Saunders, Bunker,
Linowitz, Dolvin, Bell, and Pastor. All brackets except those that indicate omitted text
are in the original.

2 See Document 17.
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3. The United States presentation, which was characterized as
“hard” and “coarse” by the Panamanian negotiators, provoked an
immediate angry reaction from the negotiators and from Chief of Gov-
ernment Brigadier General Omar Torrijos. The product of Panama’s ire
was the “declaration of war” read by negotiator Jaime Arias Calderon
at a subsequent session early in the round. The draft of Arias’ diatribe
was pieced together jointly by the negotiators and Torrijos at the home
of Torrijos” adviser Rodrigo “Rory” Gonzalez in Panama City. Observ-
ers described Torrijos as “enraged” during the drafting meeting. His
final orders to Arias regarding the delivery of the response were “Let
it be hard . . . very hard.”

4. The second near-disaster came on the heels of negotiator Adolfo
Ahumada’s hard-line, ultimatum-like presentation on 20 February.
When faced with the United States negotiators” reaction that the Pana-
manian position was unacceptable, and that the United States team
would depart on 23 February, Ahumada wanted to call yet another
meeting on 21 February. Fearing that such a meeting would cause a
crisis, the other Panamanian negotiators convinced Ahumada that the
best course was to await the return of Torrijos and chief treaty negotia-
tor Romulo Escobar Bethancourt from Colombia.

5. Meanwhile, over the weekend, Torrijos and Escobar had briefed
Colombian President Adolfo Lopez Michelsen fully during a two-hour
meeting in Barranquilla, Colombia. When informed that the talks were
in trouble, Lopez Michelsen counseled that the Panamanians should
make every attempt to avoid a rupture, and that some point of under-
standing should be reached with the United States negotiators. Upon
the return of Torrijos and Escobar to Panama, where they were greeted
with the news of the near break in the negotiations, both agreed that
a more conciliatory attitude was necessary. Escobar’s presentation at
the morning session on 22 February put into effect that decision.

6. The proposal for the turnover of the administration of the canal
entity to Panama in the year 1990 was a decision made in the classic
Torrijos style.> When the Panamanian negotiators pointed out to Tor-
rijos that the precedent for the 1990 date had come during a “what if”
presentation made by the United States side during 1975, he ignored
the fact that the other part of the “what if” was an extension of the
treaty’s duration and United States defense rights on a 20-to-30 year
sliding scale, dependent on subsequent discussion.

3 During the fourth session on February 21, the Panamanian negotiators proposed
the year 1990 as the date when the administration of the Panama Canal would be turned
over to Panama. Bunker and Linowitz both stated that date would be unacceptable to
the United States. (Department of State, American Embassy Panama, Panama Canal
Treaty Negotiation Files, 1964-1977, Lot 81F1, Box 127, POL 33.3.2)
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7. Despite the stormy atmosphere which pervaded the round, the
situation as of 23 February could best be summed up as difficult but
at the same time having some positive elements. The most important
result of the discussions was the presentation of a Panamanian position
paper for subsequent transmittal to the United States President.* The
insistence of the United States negotiators that Panama provide such
a document forced the Panamanians to construct what they consider
to be the key elements of a treaty formula—good or bad, exaggerated
or not.

8. The above information is being made available to the United
States Ambassador to Panama. No further distribution is being made.

William W. Wells®

4See Document 20.

5 Printed from a copy bearing [name not declassified]’s stamped signature indicating
he signed for Wells.
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22. Memorandum of Conversation'

Washington, March 1, 1977, 2:30 p.m.

SUBJECT

The Panama Canal Negotiations

PARTICIPANTS

Defense

Dr. Harold Brown, Secretary of Defense

Mr. Charles W. Duncan, Jr., Deputy Secretary of Defense

Mr. Eugene V. McAuliffe, Assistant Secretary of Defense for ISA

Mr. Walter Slocombe, Deputy Assistant Secretary of Defense for ISA

Mr. Clifford L. Alexander, Jr., Secretary of the Army

Mr. Charles R. Ford, Acting Assistant Secretary of the Army for Civil Works

General Welborn G. Dolvin, Deputy Negotiator from DOD for the Panama
Canal Negotiations

R. Adm. M. S. Holcomb, Military Assistant to Secretary of Defense

General George S. Brown, USAF, Chairman, Joint Chiefs of Staff

Lt. Gen. William Y. Smith, Assistant to Chairman, JCS

General Walter T. Kerwin, Jr., Vice Chief of Staff of the Army, JCS

Admiral James L. Holloway III, Chief of Naval Operations, JCS

General William V. McBride, Vice Chief of Staff of the Air Force, JCS

General David C. Jones, Chief of Staff of the Air Force, JCS

General Louis H. Wilson, Commandant of Marine Corps, JCS

Lt. Gen. Ray B. Sitton, Director, Joint Staff, OJCS

State

Ellsworth Bunker, Ambassador at Large

Sol M. Linowitz, Co-Negotiator, Panama Canal Treaty

Richard C. Barkley, Executive Assistant to Ambassador Bunker
Ambler H. Moss, Jr., Special Assistant to Ambassador Linowitz

Prior to the start of the session, General Brown, with reference to a
recent Jack Anderson column,? remarked that Ambassador Bunker
apparently should get rid of his tie and go on a binge with Torrijos if
he wants to get a treaty. Ambassador Bunker responded that a recent
Time Magazine article was proof that he never wore a tie while negotia-

1 Source: National Archives, RG 59, Official and Personal Files of Ambassador at
Large Ellsworth Bunker, Lot 78D300, Box 3, Panama, DOA-DOD, Liaison With. Secret.
Drafted by Richard C. Barkley (S/AB) on March 9. The meeting took place at the
Department of Defense. Copies were sent to Einaudi, Todman, Luers, Bell, Wyrough,
Becker, Chester, Kozak, Bunker and Linowitz.

2Jack Anderson and Les Whitten reported that Torrijos privately blamed Bunker
for the stalemate in negotiations. Torrijos said Bunker “is too old; he’s half deaf, and he
wears a tie.” Torrijos “hinted heartily that he might be willing to make a deal with a
negotiator who would take off his tie and spend a night on the town with him.” (“Foster
Care Programs Criticized, Washington Post, February 23, 1977,” p. C23)
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ting.> He added that Torrijos” life style was well known, even Romulo
Escobar left the negotiations for an entire day to accompany Torrijos
to Colombia to see the President of Colombia and reportedly one of
Torrijos” girlfriends.

General Brown explained to Ambassador Linowitz that he and Dep-
uty Secretary Clements had made a trip to Panama in 1975 to explain
to Torrijos that some delay would be needed in the negotiations due
to the upcoming Presidential campaign and emphasized at that time
the need to keep the lid on all anti-American activities.* He said that
Torrijos understood the situation completely and despite considerable
pressure kept his word. He said shortly following the recent election
he received a letter from Torrijos® indicating that the way was now
clear for conclusion of the negotiations and General Brown responded
to that letter® to the effect that he was prepared to do all he could to
keep his side of the bargain by supporting a fair treaty if one could be
concluded.

At General Brown’s request, Ambassador Bunker began the formal
discussion by explaining that the recent session was not designed to
negotiate but rather to explore the prospects for getting a treaty with
Panama. The Negotiators specifically wished to respond to a Panama-
nian proposal of last October” and to find out what Panama would be
prepared to do to meet US needs in exchange for US acceptance of the
year 2000. He said the object was to get a clear understanding of
Panamanian positions on the issues and hopefully to come back with
a firm idea of what it would take to get a treaty. Although we didn’t
get all of the answers we wished we do have some idea of what the
Panamanian positions are. During the round we strongly emphasized
that we were not prepared to go under the year 2000, that we could
accept the year 2000 only if our needs in other areas were met and
that we must have a treaty acceptable to the Congress. Ambassador
Bunker explained that the negotiations were complicated by the fact
that Panama’s expectations regarding the round had been inflated as
a result of several remarks made by the new Administration regarding
the US desire to secure a treaty promptly. He said when the US made
its initial presentation Panama was surprised by the firmness of our

3 A reference to a photograph of Bunker and Linowitz in Panama in which Bunker
is not wearing a tie. (“Eupeptic over Progress in Panama,” Time, February 28, 1977, p. 14)

4 See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, Document 97.

5 The letter, dated December 6, 1976, is in the National Archives, RG 59, Official
and Personal Files of Ambassador at Large Ellsworth Bunker, Lot 78D300, Box 3, Panama,
DOA-DOD, Liaison With.

¢ Brown’s letter, dated December 11, 1976, is in the Washington National Records
Center, IA Region Files, 1974-1979: FRC 330-87-0068, 1974-1978 JCS Defense Concepts.

7 See footnote 8, Document 9.
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positions and reacted negatively to them. He said that when we began
to develop formulas on neutrality and post-treaty defense however the
Panamanians calmed down and began generally to negotiate seriously.
He said the Panamanians thought we had hardened our positions
which in some respects was true. We had for example tightened up
our needs in the area of lands and waters and had indicated that
because of changes in the operating costs of the canal the amount of
compensation that could be derived from tolls had been recalculated
downwards. Ambassador Bunker explained that the initial neutrality
position we put forward called for a joint guarantee in the post-treaty
period along with a unilateral interpretation of US rights under that
guarantee. Panama objected to what it considered the perpetuity
aspects of the proposal and also insisted that any security arrangement
could only concern threats to the canal by “third countries.” Subse-
quently we put forward a number of other neutrality and security
proposals all of which Panama found unacceptable. In response they
made several proposals which we found unacceptable. At the conclu-
sion of the round they asked us to pass a letter to the President from
Torrijos which stated that Panama did not believe the United States
was “in the mood” to get a treaty. Ambassador Bunker said that his
assessment was that Panama was testing the firmness of the new
Administration in this initial round.® He emphasized that this was in
our view simply a tactical move and did not at all imply that the talks
are at an impasse. He said that in his view we should not be in a hurry
to return to Panama at this time but should be prepared to respond
when appropriate. He further indicated that the United States would
be briefing some of the other Latin American countries on the status
of the negotiations.” In that regard he said it was important in his view
that we should be in a defensible position regarding our negotiating
proposals with the rest of the Hemisphere.

Ambassador Linowitz said he would like to amplify on some of the
remarks that Ambassador Bunker made. He pointed out that really for
the first time the United States had bitten the bullet on the issues of
neutrality and post-treaty defense—issues which had been intention-
ally avoided in the past. He said it was not surprising that the bargain-
ing was tough on these issues but added that the session was productive
in the sense that both sides now have a clearer view of each other’s
needs. He emphasized that the atmosphere of the round was one of
searching for solutions in an effort to attain the objectives of both
sides. He said that he had told Escobar that the United States was
disappointed by the apparent lack of movement in the talks but that

8 See Document 20.
9 See footnote 2, Document 31.
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Escobar responded by saying that in view of the complexity of the
problem we should be content in that at least we had made significant
progress toward defining the issues involved. Ambassador Linowitz
emphasized that we had repeatedly stated that we could accept the
year 2000 only if they were prepared to meet us on other issues. He
said that the United States side also stressed the need for the United
States to be able to take action to defend its security in the canal. He
said that while the Panamanian side understood our problem in this
regard they would not agree to any US unilateral right of intervention
or any arrangement that would be in perpetuity.

Ambassador Linowitz said that we had tried several formulas
designed to assure that Panamanian sovereignty remain unimpaired
but that US security interests were protected. He said that the United
States first presented a position based on the “Brown-Brown” formula
which was rejected!® (see page 5). The second technique which the
Panamian side found interesting was that Panama guarantee the neu-
trality of the canal to the United States with the United States having
the right of redress if Panama was unable to abide by its commitment.
Surrounding this neutrality formula would be a mutual security
arrangement designed to provide for possible threat to or attack on
the canal (see page 5). It was clear that the Panamanian side hoped to
find some mutually satisfactory resolution of the problem and certainly
there was no impasse between the two parties on the issues. The Pana-
manian side had countered with a variety of techniques such as offering
a 1990 duration period but it knew that these tactics were unacceptable
to the United States. He emphasized that the heart of the problem was
to find some formula which would give us the security we needed
without violating Panamian sovereignty.

General Brown said that he continued to favor a joint neutrality
guarantee without being specific. He said that inasmuch as we do not
know what our needs will be in 35 years there is great advantage in
being purposely vague. He also thought it may be harder to negotiate
a more specific arrangement. He said in his view the Panamian guaran-
tee to the United States along with a mutual security pact simply would
not do the job. He questioned for example whether the United States
would be called into a dispute between Colombia and Panama under
a mutual security arrangement. He said that with a joint neutrality
guarantee the United States would clearly have a right of redress should
that neutrality be violated.

10 Presumably a reference to the neutrality and defense position presented by Secre-
tary Brown and supported by Chairman Brown. See Document 4.
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Ambassador Linowitz responded that the Panamians had strongly
resisted the joint neutrality arrangement. They would agree to an
arrangement in which their consent would be needed prior to any US
action but we wished to maintain a unilateral right of action. He said
that the Panamanians simply could not buy any formula which implied
perpetuity. With reference to a neutrality formula he said the United
States first suggested language to “establish and maintain” neutrality
of the canal appending a unilateral declaration in the treaty of what
that meant from the United States viewpoint. When they rejected this
proposal we dropped the unilateral declaration aspect but they still
found it unacceptable. We tried several other shorter formulas but were
unable to resolve the problem. They did accept an arrangement for
them to declare the permanent neutrality of the canal and some form
of mutual security agreement against attack or a threat to the canal.
Our proposal did not specify the source of such attack or threat, but
the Panamanians insisted that it be limited to attacks from third parties.
We emphasized that we must be able to counter a threat to the canal
from whatever source it came but were unable to arrive at an agreement
which would be acceptable to us and palatable to Panama.

Secretary Brown asked if the possibility existed that Panama would
believe that a fixed termination date for a mutual security treaty would
also apply to whatever neutrality provisions may be formulated. Ambas-
sador Linowitz said that the Panamanians understood that these issues
were separate and that neutrality would not be abridged by any mutual
security arrangement.

General Brown pointed out that there were other sides of the coin.
For example, under the third country formula, what if Panama asked
for our assistance and we were required to give it. He asked if we had
made provision for this eventuality in our discussion of the issues.
Ambassador Linowitz pointed out that there was no problem in that
regard if the mutual consent of both parties were required. The problem
primarily evolved around unilateral actions.

Secretary Brown asked what recourse the United States would have
if for example Panama should lease the canal to Cuba. Would we
regard that as a threat to the neutrality of the treaty and take action
accordingly? Ambassador Linowitz said that no matter who leased the
canal the neutrality provisions must be maintained.

Secretary Brown asked what recourse we would have if there were
no redress provisions written into the treaty. He thought the original
formula, the so-called “Brown-Brown language,” would be much more
protective in that regard. Ambassador Linowitz said that it would not
legally be more protective. Returning to the example of the Cuban
lease of the canal Secretary Brown asked what recourse we would have
if Panama disputed our interpretation of a violation of neutrality. He



92 Foreign Relations, 1977-1980, Volume XXIX

said in his view we should not back off of our insistance on a unilateral
right to act. Ambassador Linowitz stressed that the absence of any unilat-
eral declaration on neutrality would in fact not change our interpreta-
tion of our ability to act. Secretary Brown said unfortunately without
specific language the other side would have equal justification for
disputing our interpretation.

General Brown said he personally was less concerned about a post-
treaty security pact for in his view the United States will do whatever
it feels necessary to guarantee its security depending, of course, on the
vigor of US leadership and the depth of American support for such
action. He said he was more concerned about securing Congressional
ratification of any treaty which didn’t explicitly provide the United
States the right to take what action it determined necessary for the
security of the canal. He said that in recent days he had made several
public appearances in California and found more concern about the
question of the Panama Canal than any other foreign policy issue. He
said this convinced him that we would have an uphill fight in the
Congress on any treaty. He emphasized that the JCS were fully suppor-
tive of the President in getting the treaty but must be in a position to
testify in good faith to the Congress regarding the security aspects of
one. Under the circumstances, therefore, he said he preferred Secretary
Brown'’s formula, including a unilateral declaration, which in his view
would best provide Congress the assurances it needed regarding con-
tinued US interests in the canal.

Ambassador Linowitz said that he wished that General Brown and
Secretary Brown could see the transcripts of the recent session in Pan-
ama'! for they pointed out clearly that the Negotiators had consistently
stressed the point that the United States would need some satisfactory
security formula for the post-treaty period. He said that in his view
the task was to see what could be done imaginatively to resolve the
issue in a manner satisfactory both to the United States and Panama.
Secretary Brown said that in his view it seemed evident that Panama
would not want in any way to recognize any continued US rights
following the treaty. He said they must be persuaded that short of
some formula in this area it would be impossible to get any treaty
through Congress. He thought that the problem may be eased some-
what, however, by the Department of Defense’s belief that it was diffi-
cult under the best of circumstances to defend the canal against attack
from within Panama. General Brown said that it was true and that the
vulnerability of the canal was such that two boys with a dull shovel

11 See footnote 5, Document 20.
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could cause a landslide forcing canal closure. Secretary Brown asked if
there were any other substantive issues remaining to be resolved.

Ambassador Bunker pointed out that we must reach some agreement
on the civilian employees and that we still had some problems in the
area of lands and waters. He asked General Dolvin to comment on the
lands and waters issue.

General Dolvin explained that during the 1976 negotiating round
the US team had presented a position on lands and waters to Panama
emphasizing that the position had not been officially staffed but repre-
sented a joint US-Panamanian effort to come to grips with the complex-
ity of the problem."? He said the US position which evolved over the
past year attempts to accommodate US defense interests, the require-
ments for the operation of the canal, as well as Panamanian economic
and political needs in the lands and waters area. He pointed out that
the Negotiators’ position, as distinguished from the official US position,
was based on those lands and waters needed to carry out a combined
US-Panama defense of the canal, a principle which had been agreed
to by both sides and also had JCS support. He added that while the
US position had not been officially staffed it had received numerous
comments from the Services, Southcom, the Panama Canal Company,
and the Secretary of the Army. He pointed out that the Panamanian
response to our proposal had been received during technical discus-
sions in January and during the recently concluded session. He said
their January response was generally positive and that the map they
presented indicated significant movement toward the US position. Dur-
ing last week’s round, however, he noted that the US presented a
somewhat revised position reflecting changes recently received from
Southcom, the Governor, the JCS and the Services. He explained that
the Panamanians responded to these changes with a document called
the “Ten Points” which was billed as both a broad outline, or set of
instructions, for continued joint development of the lands and waters
issue and as the Panamanian response to our October presentation.
He said with this response in hand the differences between the two
positions are clearly defined on the following issues:

Port of Balboa

—The U.S. Negotiators’ position is to retain the port complex—
less Pier 18—under entity control. We are willing to contract shore-
side services.

12 See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, Document 123.

13 For text of the “10 Points” and discussion of the proposal, see the memorandum
of conversation of the technical team’s second meeting on February 19 and its enclosures.
(Department of State, American Embassy Panama, Panama Canal Treaty Negotiation
Files, 1964-1977, Lot 81F1, Box 127, POL 33.3.2/Land and Water Jan-March 1977)
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—Panama wants the port area to include some surrounding resi-
dential areas returned to Panama early in the treaty. They would grant
priority use of the port, as well as the right to manage traffic, to the
entity.

Entity Housing

—Our position is that all entity housing remain in the canal operat-
ing area for the life of the treaty.

—Panama’s position is that entity housing revert to Panama within
five years. Their problem is primarily political; they want to break up
the US citizen enclaves.

Use Rights—Canal Operation

—Our position gives the canal operator broad rights in the operat-
ing area.

—Panama would specifically limit these rights and narrowly define
the functions to be performed by the entity.

Panama Railroad

—Our position is to retain the railroad for the life of the treaty.
—Panama’s position is that it revert to Panama early in the treaty.

Albrook East/Pad Area

—Negotiators’ position: revert to Panama early in the treaty.

—Panama’s position: revert to Panama upon entry into force of
the treaty.

General Brown asked whether the housing complex was included
in the US position. General Dolvin explained that some housing areas
which were for Panamanian nationals would be returned but that the
housing for US officials would remain under US control, explaining
that the Governor felt that such housing was necessary if he was to
adequately run the canal. Secretary Alexander asked if this housing was
assigned on a seniority basis. General Dolvin said that that was true
although to his knowledge few Panamanians resided in those areas.
General Brown said that in his view the lands and waters proposal was
workable and may be used to our advantage in the negotiations.

Ambassador Linowitz emphasized that there are three major issues
in the negotiations. One is how the canal is to be operated including
the problem of the entity and the civilian employees. The second was
the policies surrounding the canal such as sovereignty, neutrality, and
security. And the third was the area of compensation to Panama.

Secretary Alexander asked what type of canal operating entity we
had in mind. Ambassador Linowitz responded that Panama wants a joint
US-Panamanian entity with a US majority control during the life of
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the treaty with the board authorized to contract the operation of the
canal. He said that Panama did not want total US Government control
of such an entity. He said the US position was that a US Government
agency must run the canal. Secretary Alexander asked whether Panama
clearly understands our position. Ambassador Bunker said that they did.

Secretary Brown asked what would be the next steps in the
negotiation.

Ambassador Bunker explained that we had not totally formulated
our tactics but believed that we should not be under any pressure to
hurry back. He said that we were considering visits to other Latin
American countries, particularly those who had written the President
on the matter,'* to explain our position. He said we must make it clear
to Panama that they must compromise if we are to get a treaty and
that they must bite the bullet on the issue of canal security. General
Brown said that someone had made the point the other day that the
Latin American countries on the Pacific side should have a voice in
the establishment of canal tolls once Panama takes over operational
responsibilities. He said he didn’t know how this could be done but
that these countries were in tough economic straits without the canal.
Ambassador Bunker said that the Negotiators had in the past discussed
the idea of trying to include both Colombia and Costa Rica in some
form in a neutrality guarantee for the canal. He said there had also
been some proposals to include select Latin American countries or
other principal canal users, in some form, in the entity, probably as
board members.

Ambassador Linowitz said that in his view the Negotiators should
be authorized to continue to explore with the Panamanians possible
formulas for resolving the remaining issues. He said it was particularly
important in his view to develop positions which we can justify to the
international community. He said briefing the Latin Americans may
serve to put some pressure on Panama although he acknowledged that
this was a very sensitive matter and must be handled discreetly. He
said clearly that the next moves in the negotiation must have the
approval of the President and that it was important to stay alert regard-
ing the right time to continue the negotiations. He said it was clear
from the last round that the Panamanians are very emotionally charged
on the issue of the canal. For example when they realized that their
inflated expectations were unjustified they became despondent and in
fact initiated several actions which were counter-productive to their
cause. For example they cancelled the scheduled session with the group

14 See footnote 2, Document 31.
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of visiting Congressmen.!> He said this emotional attitude indicated
insensitivity to US needs but he was confident that in time they would
understand that US positions were firm and they must handle them
realistically.

Secretary Brown said unfortunately too many countries viewed a
commitment to negotiate, such as that given to Panama, as an indication
that we intend to give in on issues vital to us. He asked if in the
Negotiators’ view further Presidential guidance was needed before the
negotiations continued. Ambassador Linowitz said that in his view we
had not yet exceeded our current guidance and felt no need for addi-
tional instructions until we moved beyond what we presently had.

General Brown said it looked to him as if on the basis of the last
talks we may well need a PRC before we return to the negotiating
table. Ambassador Linowitz said that inasmuch as we still do not know
what it will take to get a treaty he would recommend holding off on
a PRC for the time being. Ambassador Bunker thought that we may well
need another session with Panama to find out where we stand before
returning to the PRC.

General Brown said that in his view this was a matter that was up
to the Secretary of State and the Negotiators.

Myr. Duncan asked when the Negotiators thought the next round
would take place.

Ambassador Bunker said he did not know but thought that probably
within 3-4 weeks. Ambassador Linowitz added that the next round would
depend on what signals we receive from Panama and what public
activities Panama undertook.'®

Mpr. Duncan said that although he was not an expert in diplomacy
he thought that visits to the eight Latin American heads of state might
very well be viewed by Panama as overt pressure on them. In view of
the delicacy of the situation it may be best simply to respond to the
Presidents with a letter instead of a visit. Ambassador Bunker said that
President Perez had asked for a briefing and that we are under an
obligation to respond to him.'” He said it is true that the Panamanians
in the past had indicated that they would consider a tour of the Latin
American countries by the US Negotiators an “unfriendly act.” He said
that in his view we should let Panama know what we were doing and
explain that we are responding to Latin American desires to understand
the United States position on the canal.

15 See Document 17.

16 The U.S. and Panamanian negotiators next met on March 13 in Washington.
See Document 27.

17 See footnote 2, Document 31.
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Ambassador Linowitz said that such a trip if done right could be
very helpful. He noted that several Latin American countries in private
did not support many of the Panamanian views and he thought they
may be helpful in moving Panama into a more responsive position.
He mentioned particularly Venezuela, Colombia, Mexico and Costa
Rica in this regard.

In closing General Brown reiterated his view that it was important
to get some arrangement to protect the neutrality of the canal. Secretary
Brown agreed emphasizing that such an arrangement should include
a unilateral right to protect the canal if necessary. Ambassador Bunker
commented that no matter what arrangements were made the United
States very clearly will do what it felt necessary to protect its inter-
ests there.

23. Memorandum of Conversation'

March 2, 1977, 9:05-9:45 a.m.

SUBJECT

Summary of Meeting: First Round Panama Canal Treaty Negotiations, March 2,
1977, 9:05-9:45 a.m.

PARTICIPANTS

President Jimmy Carter

Vice President Walter Mondale
Ambassador Sol Linowitz
Ambassador Ellsworth Bunker
Zbigniew Brzezinski

Robert A. Pastor (note taker)

Status of Negotiations

The negotiators said that they had clearly indicated to the Panama-
nians that the United States would not be able to agree to the year
2000 as the termination date for a Canal Treaty, unless Panama gave
us what we needed in the areas of neutrality and post-Treaty defense.
Panama, on the other hand, said that it could not accept a treaty which
gave the U.S. the “unilateral right to intervene” in its internal affairs
or hinted that the U.S. would retain perpetual rights. The negotiations

1 Source: Carter Library, National Security Affairs, Staff Material, North/South,
Pastor, Country, Panama, PRM-1, 2-4/77. Secret.
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soon reached an impasse. President Carter said that his interpretation of
what occurred was that Torrijos was playing to his domestic audience.
Ambassador Linowitz said that one of the reasons negotiations bogged
down was because this was the first time that both sides had really
zeroed in on the three critical questions of neutrality, duration, and
post-treaty defense rights. He also said that considerable progress was
made just in identifying the positions of both countries. Furthermore,
this was the first round of negotiations for the new Administration,
and there was an inevitable testing of each side by the other.

Neutrality: The Question of Ambiguity

The toughest question is whether we can find language which will
be satisfactory to two very different constituencies: The Congress wants
a continuing right by the U.S. to guarantee the neutrality of the Canal,
and Panama demands an end to perpetual U.S. rights. Dr. Brzezinski
suggested that Panama and the United States could agree that the U.S.
would issue a statement that we had a unilateral right to intervene to
protect the Canal. But there was no need for the Panamanians to accept
that. We can agree to disagree in advance. Linowitz said that he did
not think it would be a good idea for Panama to reject the critical
provision of the treaty publicly right after the treaty was signed.

The President suggested that if we get down to this last point,
perhaps he could agree privately with Torrijos that for the sake of the
U.S. Congress, we would have to make a public interpretation that
gives us this unilateral right, and they would not contradict our inter-
pretation. Dr. Brzezinski said that we could go even further than that.
The Panamanians do not have to agree with what we decide to say,
or even remain silent; they could even contradict us if they wished.

On the question of the necessary ambiguity for the neutrality provi-
sion, Vice President Mondale said that a Panama Canal Treaty would
be different than the Shanghai Agreement or UN Resolution 242 in
that it would require ratification of the Senate.? He said that he thought
that the more ambiguous the language the less chance it would pass
the Senate.

Selling a Treaty to Congress

President Carter said that he felt confident that if we could get a
right to guarantee the neutrality of the Canal after the year 2000, that

2 Presumably a reference to the Joint Communiqué of the People’s Republic of
China and the United States issued in Shanghai on February 27, 1972. For the text of
the communiqué, see the Department of State Bulletin, March 20, 1972, pp. 435-438. For
the text of U.N. Resolution 242 of November 22, 1967, which expressed the U.N. Security
Council’s concern with the situation in the Middle East, see Yearbook of the United Nations,
1967, pp. 257-258.
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he could sell the treaty to the Senate. He said that he would be willing
to talk with any Senators to the left of Jessie Helms, and particularly
with people like Senator Jackson.

Vice President Mondale said that we do not need to speak to Helms,
but we needed to attract his audience. Linowitz said that he thought
that Senator Harry Byrd would be able to support a new treaty if he
was briefed properly, and that Senator Barry Goldwater has already
indicated his possible support. President Carter said that if we could get
their support, it would shock the extreme conservatives in the Congress.

Military Presence Beyond the Year 2000

President Carter asked about the kind of military presence which
the United States would need after the year 2000. Ambassadors Lino-
witz and Bunker said that General Brown of the Joint Chiefs of Staff
indicated in a conversation the day before that no military presence
by the United States would be required beyond the year 2000, and in
fact General Brown felt that continued military presence beyond the
year 2000 might well be a disadvantage.®

Regime of Neutrality

Ambassador Linowitz said that he had proposed on an exploratory
basis that together Panama and the United States would agree to estab-
lish and maintain a regime of neutrality and to ask all members of the
OAS to subscribe to the provision. The Panamanians did not say no
to this proposal, nor did they suggest the United Nations as an alterna-
tive, as they had once before. President Carter, who had earlier sug-
gested the idea of having the UN guarantee the neutrality of the Canal,
said that his first preference would be to use the OAS in the way that
Ambassador Linowitz suggested.

Visit With Other Latin American Leaders

Ambassador Linowitz said that several Latin American leaders,
like the Presidents of Venezuela, Colombia, Mexico, and Costa Rica, had
indicated interest in the negotiations, and suggested that if agreeable
to President Carter, he and Ambassador Bunker could meet them on
the President’s behalf to report to them on the negotiations. Since
President Perez has already invited Ambassador Bunker and the other
Presidents had sent a letter to President Carter indicating that they
consider the negotiations a test of the sincerity of the Carter Administra-
tion, Ambassador Linowitz said that the Negotiators could go there
as a personal response on behalf of the President to their letters. The
President said we were fortunate that our closest friends in Latin Amer-

3 See Document 22.
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ica—Mexico, Costa Rica, Venezuela, and Colombia—also seemed to
have the greatest influence over Torrijos, and he said that he thought
the visits would be a useful idea. He left the question of the timing of
such visits to the discretion of the Negotiators.* The President said,
however, that it would be a good idea to make such a visit with a low
profile and only after telling Torrijos. He said that we should be very
careful not to have these trips perceived as a way to apply pressure
on Torrijos.

Letter to Torrijos

President Carter asked the Negotiators whether they thought he
should send another letter to Torrijos. Such a letter would be firm, but
also would state our continued willingness to negotiate. Ambassador
Linowitz said that Torrijos is expecting a response to his message® and
he also said that he had not delivered the previous letter from President
Carter because it had arrived too late to be used effectively.® Therefore,
such a letter now would be very desirable. President Carter agreed,
and said that the letter should be a personal one and should include
portions of the previous letter.” He said that the idea of a joint signing
of the treaty should be included in such a letter because it would appeal
to Torrijos as well as to other Latin leaders. After sending the letter,
the Negotiators should wait for a time and only after waiting, they
should return to Panama and negotiate.

The President also said that if the Negotiators reached a critical
juncture in the negotiations, and they felt they needed his help, that
they should not hesitate to call him directly.

Meeting in Miami

Ambassador Linowitz suggested that a brief, informal and very
private meeting between the Chief Negotiators of the United States
and of Panama should be held somewhere in the United States—
perhaps in a Miami hotel—just to get a better sense of where the
negotiations were headed. (Ambassador Bunker later suggested that
New York would be a better place, because of its convenience and
because the Latin community in Miami might discover it more easily.)
He thought that such a meeting at this time would be very useful, and
President Carter agreed.®

4 See footnote 2, Document 31.

5See Document 20.

6 See footnote 3, Document 14.

7 See Document 25.

8 The meeting took place in Washington. See Document 27.
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Meetings With Congress and the Press

President Carter agreed that it would be useful for the two Negotia-
tors to meet with members of Congress as well as with the press as
soon as possible. Indeed, the President said that they should treat their
conversations with members of Congress as conversations with the
press, as it is likely to be on the front page of the Washington Post
anyway. Vice President Mondale suggested that the Negotiators talk
to Senator Robert Byrd first, tell him what they intend to do, and get
his views. President Carter suggested that they speak to Representative
Tip O'Neil as well, and asked them which Committee they should
testify before.” He said that he thought one appearance should be
sufficient. President Carter said that he did not think the Negotiators
should meet with the Canal Treaty opponents, like Senators Helms
and Thurmond, at this time since the Senators would unquestionably
make statements afterwards, and might be interpreted as voices of the
Congress on this issue.

9 According to a March 4 memorandum from Bunker and Linowitz to Vance, Bunker
and Linowitz met with O’Neil on March 4 and were seeking appointments with Byrd
and Humphrey to ascertain their views on what would make a treaty acceptable to
Congress. (Department of State, Bureau of Inter-American Affairs, Office of the U.S.
Permanent Mission to the OAS, Einaudi Country Files, 1977-1989, Lot 91D371, Box 6,
Panama 1977)

24. Briefing Memorandum From Multiple Senders to Secretary
of State Vance'

Washington, March 2, 1977

The Panama Canal Treaty and Congress: Strategy and Next Steps

Background

On January 27, the PRC, following consideration of the PRM on
Panama, directed that we, in conjunction with Defense and JCS, mount

! Source: Carter Library, Congressional Liaison Office, Francis, Copeland, Small
(Coordination), Freibers, Brooks, Naechterlein, Tate, and Thomson, Box 6, (Panama Canal
Treaty Negotiations), 1/3/77-4/2/77 (CF, OIA 193). Confidential. Drafted by Pezzullo.
Sent from Bunker, Linowitz, Bennet, Carter, and Todman. An unknown hand wrote:
“Beefed up version of Feb. 14 version by Pezzullo. WH was sent this one.”
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an “immediate, well-organized, and coordinated effort” to enlist Con-
gressional support for a treaty (PRC Memorandum at Tab A).? The
PRM included an outline of steps to be taken to obtain Congressional
and public support (Tab B).? You separately requested a strategy paper
for State Department engagement with Congress on the treaty issue.*

Strategy

The strategy paper is at Tab C.5 It expands on the steps outlined
in the PRM, as modified by the PRC decision. The PRM postulates
an active Presidential role through statements and meetings with the
Congressional leadership. It anticipates that State will take the lead in
putting together a coordinated Congressional program. With these
considerations in mind, the strategy paper sets forth the following
guidelines for State Department action:

—Develop a core group of supporters among the membership of
both Houses.

—Cultivate other Members who are inclined to support a treaty.

—Make a maximum effort to convince the many undecided but,
we believe, “persuadable” Members.

—Carry out a public information program targeted at those groups
and geographic areas most significant for assuring Congressional
acceptance of a treaty.

—Take the lead in developing a coordinated plan with JCS, Defense
and the White House to assure that the Administration speaks with
one voice and makes effective use of its resources.

Actions Underway

We have already taken the first steps to put this strategy into effect.
Ambassadors Bunker and Linowitz and their staff, in cooperation with
H, are undertaking consultations with prospective core group mem-
bers. Members of the House Appropriations Committee recently visited
Panama, and planning is in train for other trips involving the House
International Relations and Senate Foreign Relations Committees. Pan-
ama was among the topics covered at the February 24 briefing for
House freshmen, which you keynoted. A public information program
is in preparation.

2Tab A is printed as Document 8.
3 Tab B is printed as Document 3.

4 At the January 27 PRC meeting, Vance expressed the need for a strategy to address
congressional and public support, including more detailed programs. See Document 6.

5 Attached but not printed.
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Your Involvement. We recommend you consider the following pro-
gram. (Specific action requests for your decision will be forwarded as
appropriate):

—Make it a point at meetings with Members of Congress to raise
the Panama Canal issue and seek their advice and support.

—Address the Wednesday Morning Group of the House on the
subject of Panama.

—Host small breakfasts, luncheons, or cocktails for Members we
identify as important to our effort in the Congress.

Coordination. We will move promptly to ensure coordination of our
Congressional effort with plans now being developed by DoD and
JCS. H and the treaty negotiators will jointly be responsible for such
coordination. We are planning an early meeting with the DoD/JCS
representatives to review each other’s plans, to consider joint initiatives
on the Hill and to work out procedures for regular and continuing
consultation.

We also plan to work closely with the White House Congressional
Liaison staff and with the NSC staff to exchange information on Con-
gressional activities relating to the Canal treaty.

Recommendations for Presidential Action. The PRM sets forth propos-
als for Presidential meetings with the Congressional leadership and
Presidential statements, including fireside chats. We believe that such
Presidential initiatives can be exceptionally valuable in swinging public
and Congressional opinion in favor of a treaty and will forward specific
action proposals for you to send to the President at an appropriate
time. In the meantime, we are sending a copy of our Congressional
strategy program to the White House for their information. (See Borg-
Brzezinski memorandum at Tab D.)°

Attachments:

Tab A—PRC Memorandum (SECRET)

Tab B—PRM outline for Congressional and public support
(SECRET)

Tab C—Strategy paper
Tab D—Borg-Brzezinski Memorandum

¢ The March 8 memorandum is not attached, but a copy is in the Carter Library,
National Security Affairs, Brzezinski Material, Country File, Box 60, Panama, 1-10/77.
Borg forwarded the strategy paper to Brzezinski on March 8.
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25.  Letter From President Carter to General Torrijos'

Washington, March 9, 1977

Dear General Torrijos

Ambassadors Ellsworth Bunker and Sol M. Linowitz have met
with me and have reported on their February talks with your represen-
tatives.? They have delivered your personal message as well as the
Panamanian position paper of February 22.3

I share your hope that we might establish a model for the type of
relations that should exist between a large and small country. Our
common interest in maintaining a free, neutral and efficient Canal
should facilitate the establishment of such a relationship and lead to
the early conclusion of a mutually satisfactory treaty.

To make our common commitment meaningful, we will of course
have to shape a treaty acceptable to both our peoples. For this reason,
prior to the February talks I asked Ambassadors Bunker and Linowitz
to explore with your representatives possible understandings on the
major outstanding issues. The various suggestions which we offered
reflected a genuine attempt to search for a mutually acceptable expres-
sion of our interest in a Canal open to all nations, an interest the other
countries of the Hemisphere share with both of our countries.

Our actions demonstrate our desire for a balanced agreement. Sec-
retary of State Vance laid the groundwork for our approach to the
negotiations by affirming on January 31 this Administration’s support
for the 1974 Joint Statement of Principles.* These Principles contemplate
early transfer of jurisdiction to Panama, increasing participation by
Panama in the administration and defense of the Canal, and a treaty
of fixed duration. Although these important concessions to Panama
have stirred considerable controversy in the United States, we acknow-
ledge them as an important element of the treaty which we are seeking
to conclude.

1 Source: Carter Library, National Security Affairs, Brzezinski Material, President’s
Correspondence with Foreign Leaders, Box 15, Panama: General Omar Torrijos Herrera
2/77-7/78. No classification marking. In telegram 053007 to Panama City, March 10,
the Department transmitted the text of the letter to Jorden with instructions to “deliver
English text to General at earliest possible time.” The Department noted that the “letter
is secret and not intended for publication.” (National Archives, RG 59, Central Foreign
Policy File, D770081-0879)

2 See Document 23.

3 See footnote 6, Document 20.

4See Document 9.
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However, if a new treaty is to be balanced and mutually acceptable,
it must both meet Panama’s aspirations and protect United States inter-
ests. As | have said recently, my purpose lies in assuring that the Canal
will remain permanently open and of use to the ships of all the world.”
The treaty should provide for an arrangement which allows the United
States to meet its responsibility to operate the Canal during the treaty’s
lifetime and which recognizes our security interest in the continuing
neutrality of and access to the Canal after the termination date of
the treaty.

I can assure you that the United States wishes to proceed coopera-
tively to meet the proper concerns of both Panama and the United
States. I know that you will join me in working toward that end. To
underline the importance of the treaty and of the new relationship
between our countries, I will be pleased if we can agree on a new
treaty and meet personally to sign it on behalf of our two countries.

Sincerely,

Jimmy Carter

5 During Carter’s telephone call-in radio program on March 5, Carter said: “So, the
subject of the negotiation now—it has been going on quite a while—is to phase out our
military operations in the Panama Canal Zone, but to guarantee that even after the year
2000 that we would still be able to keep the Panama Canal open to the use of American
and other ships.” (Department of State Bulletin, April 4, 1977, p. 316)

26. Letter From the Chairman of the Joint Chiefs of Staff
(Brown) to the Commander in Chief of United States
Southern Command (McAuliffe)'

Washington, March 9, 1977

Dear Phil
Thank you for your letter of 2 February 1977.2

! Source: National Archives, RG 218, Records of Chairman George S. Brown, Box
48, 820 (Panama) Bulky 1 Jan 1976-31 May 1977. Secret.

2 See Document 10.
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As you know, on 21 January the new Administration began a
comprehensive review of the Panama Canal negotiations.? The Joint
Chiefs of Staff reviewed their positions on all major negotiating issues,
the status of negotiations, and proposed US negotiating options. They
recognize that the US objective is use, not ownership, of the canal and
that a new treaty appears to be the best way to develop the friendly
environment most conducive to continued uninterrupted operation of
the canal. As a result of this review, the Joint Chiefs of Staff determined
that the minimum necessary US assurance of post-treaty canal security
and availability could be obtained through a clearly stated US role in
guaranteeing canal neutrality after US operation terminates.*

The intended objective of the latest negotiating round was to deter-
mine what accommodation would be necessary to get conceptual agree-
ment with the Panamanians. As Tom Dolvin told you, that objective
was not attained, and at least one more exploratory session will be
needed. The negotiators are still planning to conclude a conceptual
agreement this spring and submit a treaty to the President by 1 July.
You should anticipate a series of rapid response requirements for infor-
mation, comment and concurrence over the coming weeks.

The Director, -5, is reviewing your unilateral defense mission for
possible revision, contingent upon a new treaty. We expect to have
definitive planning guidance on that for you prior to the end of March
which should enable you to make a thorough review of lands and
waters requirements based upon a combined defense mission.

The problems involved in shifting functions from the Canal Zone
Government/Canal Company to DOD are being explored now. I fully
understand your concern in this matter, and Tom Dolvin has contacted
the appropriate DOD agencies to ensure that they are aware of the
direction the treaty negotiations are moving and are planning accord-
ingly. We will continue to do all we can here to support equitable
treaty rights for the US citizens working for the canal operating entity.

George S. Brown®
General, USAF

3See Documents 2 and 3.
4See Document 4.

5 Carter sent a letter conveying similar assurances to Alexander on March 7: “I have
instructed the United States negotiators to give high priority and early attention to the
concerns of U.S. citizens working in the Canal Zone, and to keep employees of the Canal
Zone Government and Panama Canal Company informed of the progress of the treaty
negotiations. Be assured of my concern that the rights of United States citizens be fully
protected.” (National Archives, RG 59, Official and Personal Files of Ambassador at
Large Ellsworth Bunker, Lot 78D300, Box 4, Issues Employees)

6 Printed from a copy that bears his stamped signature.
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27. Memorandum of Conversation'

Washington, March 13, 1977, 10 a.m.

SUBJECT

U.S.-Panama Canal Negotiations

PARTICIPANTS

United States

Ellsworth Bunker, Ambassador at Large

Sol M. Linowitz, Co-Negotiator, Panama Canal Treaty
A.]. Hervas, Interpreter

Stephanie van Reigersberg, Interpreter

Panama

Romulo Escobar

Edwin Fabrega

Aristides Royo, Minister of Education, Notetaker
Jaime Arias

Escobar: FirstIwould like to greet Ambassador Bunker and Ambas-
sador Linowitz and explain the presence on our delegation of Minister
of Education, Dr. Aristides Royo. Though you might not have seen
him at the negotiating table in the past, he has always worked very
closely with us within the Panamanian negotiating team. Not only for
this reason, but also because of his position in our government as a
member of the Cabinet, General Torrijos has sent him to the meeting
which he considers of transcendental importance. I also want to men-
tion that Dr. Jaime Arias will join us as soon as he arrives in Washington.
At different times during the course of our negotiations, he has played
a very active role, especially during the drafting of the status of forces
agreement.” In addition to extending to you a warm greeting, I also
want to tell you that we have brought you some presents which we
have placed on the table. On the one hand you can see a turtle, and
on the other some rabbits. Please receive them as an expression of our
affection. In addition, one of our purposes is to perceive how our
negotiations might proceed, whether at the pace of the turtle, or with
the speed of a rabbit. What you pick up first, we will take as a message
of your intentions and this should save us some time. We are very
grateful for your invitation to meet with us and you can sincerely
believe that we are very pleased to be here. It shows that you are

1 Source: National Archives, RG 59, Official and Personal Files of Ambassador at
Large Ellsworth Bunker, Lot 78D300, Box 1, Negotiating Round (Washington, DC) March
13, 1977. Secret. Drafted by Anthony ]. Hervas and Stephanie van Reigersberg (OPR/
LS) on March 18. The meeting took place at the Panamanian Embassy Residence.

2 See Foreign Relations, 1969-1976, vol. XXII, Panama, 1973-1976, Document 57.
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interested in Panama’s problems. General Torrijos has instructed us to
discuss with you, in full privacy and with complete confidence, all the
problems that might come up, with the purpose of determining whether
our two countries can realistically work towards a treaty that resolves
the causes of conflict between us, as well as provide an example of
how to conduct relations with the rest of the countries of Latin America.

Bunker: Thank you Ambassador Escobar. Both Ambassador
Linowitz and I appreciate your courtesy in coming to Washington to
meet with us, after yesterday’s aborted mission.? It is indeed a great
courtesy on your part. Regarding the question of the turtle and the
rabbits, we're faced with two alternatives. The turtle’s pace is slow but
steady. Rabbits on the other hand, breed very fast. Maybe if we followed
their example in breeding more ideas faster, this could lead us to
finding solutions. I leave it up to you to suggest what alternative we
should follow.

Escobar: I believe that a mixture of both alternatives would be the
best one to follow.

Bunker: Ambassador Linowitz and I thought it would be useful
to hold this informal meeting to continue our search for solutions to
the various problems and issues we face, before proceeding to the
next formal round of our negotiations, and see if we can make any
more headway.

First I would like to report to you on our activities since we returned
from our last meeting in Contadora.* We have reported to the Secretary
of State, to the Secretary of Defense, and to the Joint Chiefs.” We have
also talked with President Carter and with the Vice President.® We
have given the President the message from General Torrijos,7 and the
President has written him a letter in response,® of which I have a copy
here for your information, as I do not know whether you have seen
the text. I understand the letter arrived in Panama two days ago and
was transmitted to the General.

(At the request of the Panamanian delegation the full English text of
President Carter’s letter was orally translated into Spanish by Hervas.)

3 According to a March 24 memorandum from Dolvin to multiple recipients, the
meeting had originally been scheduled for March 12 in New York City, but was postponed
and relocated because poor weather prevented the U.S. negotiators from landing in New
York that day. (National Archives, RG 218, Records of Chairman George S. Brown, Box
48, 820 (Panama) Bulky 1 Jan 1976-31 May 1977)

4See Document 15.

5See Documents 20 and 22.

¢ See Document 23.

7 See footnote 1, Document 20.

8 See Document 25.
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Linowitz: I understand that Ambassador Jorden spoke to Foreign
Minister Gonzalez Revilla, after the President’s letter had been trans-
mitted to General Torrijos. Since then Ambassador Jorden has called
us and read the General’s response. We do not have it in writing yet,
but he told us that the General expressed his warm appreciation for
the thoughtful and friendly sentiments expressed by the President in
his letter. He felt that they would become good friends because both
were populists, and both share the same aspirations for the well being
of their people. We feel it was a warm and gratifying response.

Bunker: Ambassador Jorden also reported that General Torrijos
had said that apparently the Negotiators expected that both he and
the President do their work for them.

In our conversation with the President, Ambassador Linowitz and
I had an opportunity to present a good review of the issues discussed
during the last round of talks. We did the same with the Vice President,
who is particularly familiar with the requisites and the operations of
the Congress, as a result of his recent personal experience there. Both
of them greatly emphasized, as was reflected in the President’s letter
that we could not consider a treaty relationship that did not take into
account the United States interest and responsibility for the permanent
neutrality and security of the canal. They especially emphasized that
this was an essential element for Congressional ratification. I wanted
to underscore this before we take up the other issues related to the
last round.

Linowitz: I would like to add my own words of appreciation to
you for your willingness to come here to Washington to meet with us.
It was a great pleasure to meet with you in Panama and now here. I
want you to know that I personally welcome the spirit with which you
are approaching this meeting. Our government is also eager to move
as expeditiously as possible to see whether we can make some real
progress. You must avoid what we did yesterday, which was to fly
high, without a destination. It is that same spirit that we share in the
hope that we can speak with frankness and in a forthright manner,
and that we avoid playing games with each other. Time is of enormous
importance to both our governments. I have said so before. If we want
to arrive at a new treaty, the time to move is now. If we don’t make
every possible effort to arrive at a treaty that meets your needs and
our requirements, I am afraid that we will find out that the moment
will have passed us by.

It is for this reason that I have a special plea to make: that we talk
frankly, that we make an effort to understand each other, and that we
seek what is right for you and for us, and that we do so with confidence
that we can find the answers. Let us seek those general principles for
a treaty that we can present to President Carter and to the high officials
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of the United States Government, and that will have good prospects
for success and approval and ratification.

Bunker: Mr. Escobar, how would you like us to proceed with the
issues? We could take them up from where we left off on our last
meeting. | might suggest that we start with what we call the triad, that
is the group of issues dealing with duration, neutrality and post-treaty
security arrangements. We could then go on to the points you brought
up regarding lands and waters. Also the question of civilian employees.
The question of the entity. You pointed out during the past few meet-
ings that there were certain matters of great importance to you, such
as ports, docks, the railroad, housing, common land areas, and that
kind of thing. Would you want to begin with the triad?

Linowitz: As you already know, because we have mentioned it
during the course of earlier talks, and as we have now been strongly
reinforced since our return to Washington, it is vitally important for
the United States Government to reach some understanding regarding
the preservation of the continued neutrality of the canal. This will make
it possible to obtain Presidential approval, and also Congressional
ratification. If you feel that some thought can be given in these talks
to this matter, and in the light of General Torrijo’s letter, do tell us
what flexibility you can show, so that we can begin to approach the
kind of a deal that will take into account your concerns and your needs
regarding sovereignty and will allow a positive response to the US
position. It is then that we will be able to move forward, with flexibility
on the other issues. It is important to know that we can talk about the
vital problems before we talk about the other issues. Perhaps you could
indicate to us which would be a useful way to start.

Escobar: I want to thank you for your suggestion. I too believe that
the only way to proceed, is to talk frankly and honestly, as we have
done in the past. The only way to move forward is to avoid going
around in circles. I think that this meeting must have as its fundamental
goal to arrive at political decisions so that our respective Chiefs of
Government may assume a realistic attitude in the framework in which
political decisions are made.

I believe that to continue discussing every issue by issue that lies
between us, without going into the central problem of our negotiations,
is a waste of time. We consider that what we should do, is to point
out with great clarity whether both countries are ready to assume the
responsibility for taking the fundamental political decisions necessary
for a new treaty, and whether each government can confront their
respective peoples and governmental institutions with those decisions.

I will try to be more concrete. The concern of the US delegation is
whether Panama is in a position to make the necessary political decision
regarding the problem of neutrality after the end of the treaty, and
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whether Panama has the capacity to make the political decision to
create the instrument that will allow the US Government the power
to defend the canal against third country attacks, after the termination
of the treaty.

From our standpoint, and as vital to us as the above is to the US,
is to ask whether the United States is ready to make the political
decision to return to Panama its ports, its railroad, its lands and reduce
its military presence, without reducing its capabilities for the defense
of the canal. Is the USG ready to make the political decision that will
allow Panama to assume responsibility for the operation of the canal
on the year 1999 while the US continues its military presence until the
year 2000 when the treaty terminates? I believe this meeting should
frankly consider if the two countries are in a position to adopt the type
of political decision I have stated and transmit them to their respective
Chiefs of State. If you do not have the capacity to do so, I think that
you should frankly state so because otherwise we are wasting our time.

If I may sound blunt, but I believe that the intent of this meeting
is to clearly determine whether we can talk about these basic issues.
We cannot make them dependent upon the discussion of secondary
matters or on the issue by issue discussion of other pending matters.

In other words, Panama can make the political decision on the
issue that is vital to the United States, that is on the matters of neutrality
and post-treaty defense arrangements. Can the United States make the
decision on the rapid dismantling of the Canal Zone and return to
Panama of its territory, without affecting the defense or the operations
of the canal? I believe, distinguished Ambassadors, that that is the
character and purpose this meeting should convey.

Linowitz: I would like to respond by saying that I welcome your
statement and your frankness and that I will talk with equal frankness
and bluntness. As you have done, I will equally focus on the issues,
and will place our ideas on the table and speak with utter candor. We
are pleased to know that you, on behalf of the Government of Panama
can make the decision and the necessary undertakings on the issues
of neutrality and defense.

On our part, as negotiators, we can assure you that if that is the kind
of attitude that is forthcoming, we can promise you greater flexibility
on the issues of the railroad, the lands, the ports and facilities and
other matters. However, obviously, we will have to submit whatever
you put before us to our higher authorities.

Regarding the defense aspects neither Ambassador Bunker nor I,
nor indeed our political leaders, are in a position to propose formulas
that do not count with the support of our defense leaders. On the issues
of housing for Americans, port facilities, etc., we might find satisfactory
proposals, but I could not personally suggest that we recommend to
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Congress or present to the American people something that has not
been endorsed by our defense leaders. I can assure you that whatever
you state are your requirements, we will transmit. However, as I have
said before, and I still feel very strongly, the idea of the year 1990
simply will not work. I do not see any possibility for submitting and
obtaining approval for any date before the year 2000. I want to make
this clear, unequivocal and definite. I would be misleading you if I
were to suggest that we could do more. For, in our role as negotiators,
we have a sense of what is politically feasible, within the authority of
the US Government. If in that assurance you can see possibilities for
progress, let us attempt to move ahead. What more can I tell you than
what we have been told and what President Carter himself has stated?

Bunker: That is a fair statement.

Escobar: We both understand that this is an exploratory meeting.
However, it is different in nature from our regular rounds. This time
we should attempt to explore the issues in greater depth. President
Carter has set your parameters, as General Torrijos has set ours. Yet
in the final analysis it will be the heads of state who will have to make
the basic political decisions.

We are not suggesting that those of us gathered here today are
going to make an agreement or formulate the treaty. However we do
believe that if we follow the basic principles of the Tack/Kissinger
Agreement,’ as well as the threshold agreements'® we have reached
over the years, we might be able to find the core of a possible treaty.
We need to prepare an outline that will allow our leaders to arrive at
those basic political decisions. Thereafter, the experts can take over and
put into practical terms the consequences of those political decisions.

For example, we have already submitted Panama’s basic position
as reflected in the letter to President Carter. You can see there our
position regarding neutrality and defense arrangements after the end
of the treaty. Whether we can deliver on this will depend on the solution
of the other points that are included in the position of Panama. To
repeat there all the points included on our position would simply make
us lose very valuable time.

What the members of the teams gathered here want to know is
whether it is possible or not to transmit to their respective governments
a very simplified draft of the questions that can be accepted and of
those that can not. We should know this before the next round is
announced so that we can see that the two countries have developed
on these matters.

9 See footnote 10, Document 3.
19 The Threshold Agreements are discussed in Document 3.
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In the context of the guidance we could provide I would like
to suggest a series of hypotheses on several issues, as a framework
incorporating the following concepts:

—That Panama and the United States agree on the necessity that
the Canal remain neutral, peaceful, and open to all nations at all times
and will consequently draft a provision that reflects that mutual
interest;

—That regarding the security of the Canal after the end of the
treaty both countries agree that an attack by a third country would
affect the security of Panama, of the U.S., and possibly of other countries
in the Hemisphere, and therefore a provision will be drafted to reflect
the need for such security;

—That Panama needs to recover as soon as possible its ports,
railroad and lands, and consequently a provision will be drafted to do
so promptly;

—That Panama, within the provisions to be drafted will point out
that the transit of vessels will have priority in the operations of the
Panamanian ports;

—That we must see an appreciable reduction in the physical mili-
tary presence of the U.S. in Panama, without affecting the defensive
capability of the Canal by the U.S.; and therefore a provision is drafted
to appreciably diminish the number and extension of defense sites;

—That it is necessary for Panama to achieve its economic develop-
ment that it recover a large quantity of its lands and waters which are
today part of the so called Canal Zone, and consequently a provision
is drafted in accordance with the proposal submitted by Panama in
February of 1977.1 This provision should also include the additional
point made in the message to President Carter in the sense that the
quantities of lands should be reduced, especially those for military
areas of training. The quantity of land should be strictly what is needed
for the operation of the Canal.

Regarding the matter of the year 1990, I am frankly surprised by
your reaction. I think that what has happened is that Ambassador
Linowitz, who has not been present during the many years of our
negotiations, has not yet familiarized himself with the fact that it was
the U.S. that proposed to end the administration of the Canal in 1990
in exchange for Panama allowing the U.S. to exceed the year 2000 in
matters of defense. So this is not an arbitrary date, or one we picked
out of a blue sky. At that time we did not accept that date because

1A reference to the “10 Points” proposal. See footnote 13, Document 22.
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Panama did not want a security pact which would grant the U.S.
defense rights beyond the year 2000.'2

Bunker: Regarding the year 1990 you will recollect that it was made
as a “what if” proposal. However it was coupled with a defense period
that was not acceptable to Panama, and it was later withdrawn by us.
It is no longer on the negotiating table.

Linowitz: First I would like to comment on the careful analysis of
Ambassador Escobar. I think it is a good suggestion to see if we can
agree on some basic principles, to be implemented later by the experts,
and see if we can provide the framework of a treaty. I must say here
that we have to work out something that has some prospects of
approval, using our best judgment and the instructions we have
received. My problem is how to deal with the general principles when,
in the final analysis, they will require careful delineation if they are to
be meaningful, instead of broad statements and open questions.

For example, you talk about the need to recover the ports, railroad,
lands, etc., and yet my study of past negotiations shows that a great
deal of progress has been made through the cooperation of U.S. and
Panamanian representatives in finding solutions to the transfer of a
number of facilities and installations. As I have said before, and I repeat
now, we are willing to show a cooperative attitude and see if we can
find more possible areas of flexibility and of some give in our part.
However, I would mislead you if I were to tell you that it would be
possible to transfer all of the port of Balboa. That is not what I under-
stand. We will need further discussions to determine that areas in the
port of Balboa can still be the subject of earlier transfers. I am afraid
that general principles without specifics would only put off a solution.

Regarding duration and neutrality I think that the formulation of
general principles can be very useful. Since the last time we met, I
have devoted considerable time, and have spent over one hundred
hours in consultations trying to figure out a solution to the issues of
duration, neutrality and post treaty defense arrangements, in a manner
that will permit us to say to our people that we have done what is
required, and that will also permit you to say that Panama’s position
with respect to its sovereignty has not been affected. With this in mind
I want to see if we can try the following solution to the problem of
neutrality. It consists of three points:

First: Panama, a territorial sovereign, will declare the Canal perma-
nently neutral. This is a principle that you always wanted.

12 See footnote 23, Document 3.
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Second: After the termination of the treaty on the Canal, only
Panamanian troops shall remain in Panama, unless Panama and the
United States should otherwise agree.

Third: On the starting date of the new treaty, Panama and the
United States would commit themselves to a regime of neutrality which
shall be maintained in order that the Canal remain secure, free and
open.

That would permit you an interpretation of how you wish to see
it done. And you know the way we will interpret it regarding post
treaty neutrality. If you could agree on such a formulation I feel we
could make progress because I have some confidence that we could
get the required approval. Maybe also in some other areas we could
find general language that could bring us closer.

Bunker: I might add, in addition to the points made by Ambassador
Linowitz, that any outline we might prepare would have to include
other points that are of great importance to the U.S. For instance, the
matter of the rights of civilian employees is of great importance to us
and to Congress. It would need to be spelled out after careful negotia-
tion, and it is a subject that we have not approached yet. There is also
the question the entity and the operation of the Canal during the term
of the treaty. It is these kinds of areas, as Ambassador Linowitz has
said, that will require concrete negotiation.

Escobar: I think Ambassador Linowitz has made a correct evalua-
tion in the sense that we should become more concrete each time we
deal with the different issues, so that our heads of state are in a better
position to study and decide these matters.

I also think that the tentative proposal you have made specifically
regarding the concept of neutrality is of the kind that we must submit
to our head of state. In passing I shall note that we will study it with
all due care and attention.

We have certain difficulties understanding what is, and what is
not, vital to the interest of the United States. Yet we feel that if Panama
is ready to submit to its country those questions that will be difficult
for our people to accept, because they are vital to the United States,
the US should be ready to present to its country and its people the
difficult issues because they are vital to Panama. This is the only way
in which these negotiations can progress. For example, regarding the
entity that is to be created for the operation of the canal, it should be
specified that it will devote itself exclusively to canal operations, and
not to any commercial activities. When Panama assumes jurisdiction
of what is now the Canal Zone, it will own and control the ports of
Balboa and Cristobal. Panama will adopt the measures to insure that
the entity, within the ports will have operating priority to facilitate the
transit of vessels through the canal. Also at the time of the signature
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of the treaty, the railroad of Panama will become the property of the
Republic of Panama. The United States accepts the proposal on lands
and waters presented by Panama in February 1977 and its attached
“modus operandi”.'® The US will appreciably reduce the training areas.
The Republic of Panama will completely occupy Ancon Hill, and if
there are any instruments of a technical or military nature on it, Panama
will allow access without interference, in accordance with a coordinated
plan. The distinguished Ambassadors must realize that these specific
formulations are as vital to Panama, as defense and neutrality are to the
United States, and each country must face the resulting responsibilities.

There is no way in which we can go home with an agreement that
is specific regarding neutrality and defense, and yet is not specific and
concrete regarding the recovery by Panama of its territory. Regarding
duration to the year 1990, it is a matter on which I insist that we can
take it back to our respective heads of state so that we may continue
resolving the matter. If we could reach such a tentative draft at this
meeting, these kinds of specific formulations would be advancing our
purposes. I honestly don’t think it is possible to be specific on neutrality
and defense, if the US does not want to be specific on what Panama
wants to recover, which for practical purposes represents the rapid
dismantling of the Canal Zone.

Bunker: I think that in pointing out the issues that are of importance
to Panama, such as the recovery of the lands and waters, you do require
further conferences and negotiations. I have indicated that we could
possibly do something regarding the railroad and housing. Maybe
there are other things we could turn over to Panama in the areas of
ports, but first it is necessary to negotiate these things out before we
can incorporate them in the kind of document that you are suggesting.
The document ought to come closer to each side’s positions. We can’t
present a document with your positions and our positions, yet with
further discussion we could draw the positions closer. You want to
recover as much of the lands and waters as possible; we want the
minimum necessary for the operation and defense of the canal. I feel
that we have come closer on this issue than on the others. On the other
hand, it is important to us especially for the purpose of submitting the
treaty to Congress, that we deal with the rights of the civilian employ-
ees, which is a matter we have not even discussed. We face certain
difficulties, but they are not insuperable, in developing the kind of
document that you have suggested.

Linowitz: I would like to say a word to better relate to your
approach. First, it is not a matter that we want to be specific on neutral-

13 See footnote 11 above.
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ity and yet remain general on the other matters. On the contrary, our
proposal on neutrality is of a general nature, and we will need to work
out the rules. We want to agree on the principle, and later fill out the
appropriate specifics. Secondly, if you understand what we are trying to
do, we will be better able to serve our mutual interests. As Ambassador
Bunker has said we could take any sort of proposals you make and
submit them. However, we as friends, would not be serving our cause
well if we did not discuss and explain what is politically feasible. I do
not favor presenting something that is going to be rejected, but I will
do it if you insist. On the entity you say that it should be restricted to
operations only and not to commercial enterprises. Yet, who is going
to determine what are commercial activities? How is it going to be
done? On the matter of jurisdiction over Balboa and Cristobal, I know
it is not going to happen. Maybe some changes are possible, but not
your full ownership and control of Balboa and Cristobal. On the rail-
road, as Ambassador Bunker said, we can talk. There are possibilities
for exploring the matter further. Regarding the lands and waters pre-
sentation of February 1977 and its modus operandi, we cannot accept
it. On Ancon Hill I cannot tell you it is possible because there are
certain problems, but we can explore the matter further. We are willing
to hear about the year 1990 instead of the year 2000 but you won't get
it and it won’t serve you well to insist on it. We can take up the draft
that Panama wants, but I feel it would be better if we could get closer,
in order to obtain approval.

There are two courses of action open to us. We could list, side by
side, your position for submission to General Torrijos, and our position
for submission to President Carter, and they can study them and
observe the differences. Alternately, we could try to narrow down our
differences. This is feasible, but we will follow whatever course of
action you suggest.

Escobar: Regarding the first alternative that each side present its
own position, it does not make sense. For a long time now we have both
known what our respective positions have been. The second method
is more appropriate as long as the approximation of positions is not
exclusively on the issues of neutrality and duration but extends also
to other issues that are essential to Panama. All issues that you claim
are vital to you, are in fact mostly secondary. This confuses the Panama-
nian side. You say you cannot go to Congress without a guarantee on
neutrality and on defense beyond the year 2000 against attacks from
third countries because they would not approve the treaty. We under-
stand that. But you also tell us that you can’t go to Congress with the
issues of the ports, the railroad, Ancon Hill, the lands and waters, the
commercial activities. We really don’t know what you can go to Con-
gress with, and we must say that we are confused.
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We must insist on knowing what is vital to the US and what is
not vital. In theory, neutrality and defense are vital, and yet in practice,
when we come down to it, everything is vital. We fail to understand
this. We honestly think that it is possible to reach a closer approximation
of our positions on these matters. In the same way as you require
greater specificity on the issues of neutrality and defense, so do we
regarding the dismantling of the Zone. I feel we can do this with
goodwill. If you need to undertake consultations on these problems,
we will keep in touch and see what the results of these consultations
are. President Carter said that he wanted to see a rapid solution to the
negotiations with Panama, and General Torrijos also wishes to reach
a rapid solution. This is the real core of the matter. To reach a decision.

I fail to see why the ports of Balboa and Cristobal cannot be trans-
ferred to Panama when eighty percent of the cargoes are actually
shipments destined to Panama and are not related to canal transits.
As long as in the ports areas priority is assured to vessels in transit I
cannot see that the ports are vital to the US. I must insist to the distin-
guished ambassadors that each time we get into a discussion of this
problem we enter into a vicious circle in which all is vital to the US.
We wish to separate what is vital to the US from what is vital to
Panama. I think this will bring us closer.

If you seek flexibility from Panama on neutrality and defense,
the US must also be flexible on the other issues that are important
to Panama.

Linowitz: I have something to say and I would ask you to listen
carefully. We want to show a spirit of flexibility to try to find a way
of resolving the issues before us. Among the areas we have explored,
and which I intended to indicate to you later, but that I shall present
to you now to show how seriously we are considering the vital issues
and seeking room for flexibility, is the following.

When we read over our proposal on neutrality we decided to say
that we will not insist on a mutual assistance treaty. If you accept our
formula on neutrality, we will not press for a security pact. I think that
it is a tremendous thing for the US to say this. We do so because we
are trying to find a way which is satisfactory for you and meets our
needs. Regarding the railroad I think there might also be a way to
show greater flexibility. I hope that you will study this approach that
I wanted to bring up before we go to lunch.

NOTE: Morning meeting was recessed for lunch at 1:45 p.m.

Escobar: Good afternoon, distinguished Ambassadors. I wish to
start this meeting by requesting that Ambassador Linowitz give us an
explanation of the concept of neutrality that could be in the agreement
that he presented to us this morning. We want this so that we could
study its full dimension and import. We would appreciate this informa-



October 6, 1976-September 9, 1977 119

tion and know that he will go along with our request to find out
in greater depth how he conceives the concept of neutrality can be
developed, its content and its modus operandi. In other words we
would like to know all those aspects that he feels would be necessary
to allow us to understand more clearly what he told us this morning.

Linowitz: First let me say that I welcome this opportunity and that
I am flattered by your suggestion that my proposal might be more
complex than it really is. It is simply a suggestion which I have put
forward in the hope of providing greater simplicity, instead of greater
complexity to our search for solutions. I suggested several separate
aspects that might be covered by a neutrality agreement. Two of them
are those which Panama has advocated; first a declaration by Panama,
as territorial sovereign, that the canal will be permanently neutral;
second a provision after the termination of the canal treaty that only
Panama will maintain troops, unless both Panama and the US were to
otherwise agree; and thirdly, a carefully framed provision that would
say simply what might be interpreted as meeting US needs as well as
Panama’s aspiration, to the effect that “Panama and the United States
agree to commit themselves to a regime of neutrality (later we would
define the specifics that would have to be agreed upon), which shall
be maintained in order that the canal shall be secure, free, and open
to all vessels without discrimination.” Later we would apply the rules
of neutrality.

What this formula does is:

(1) It starts on the day of the treaty when the United States has
primary responsibility for assuring the neutrality of the canal, and for
the period after.

(2) It does not say by whom or how such neutrality shall be main-
tained but it simply states the concept in general language.

In short the implementation is left for future discussion and future
actions, instead of for present delineation. I think, and I wish this kind
of language should meet what we understand were your concerns
regarding sovereignty, and also, I hope, our needs as they have been
asserted in this country. Admittedly this is general language but it is
for these general terms that we have a preference.

Escobar: Could I ask you a question regarding this matter with the
purpose of gaining a better insight into some of these concepts:

Linowitz: Certainly.

Escobar: Regarding the neutrality pact, how would it operate vis-
a-vis third countries? Concretely, what would be the relations between
Panama and third countries specifically with regard to the declaration
of neutrality?

Linowitz: I don’t know. The point is simply that we are stating our
mutual concern that the canal remain neutral and we are committing
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ourselves to a regime of neutrality. I have not thought out how it would
be done. We are talking of the principle. There are greater advantages to
this general language. We are not trying to foresee what may eventually
happen in the future. The language simply joins us in our commitment
to neutrality.

Escobar: I have another question. How would the neutrality pact
operate between the United States and Panama? What would its effects
be supposing the United States went to war with third countries?

Linowitz: I have not thought about that specific case. However,
what we are saying, is that the canal must remain neutral and that
concept is covered. We have assured the neutrality of the canal.

Escobar: I ask for your indulgence, Ambassador Linowitz, in asking
so many questions. However to better understand those matters we will
have to study I have another question. In the neutrality pact between
the United States and Panama would third countries only adhere to
the pact, or would they form part of the pact? How would this operate?

Arias: The questions we are posing regarding the three points are
due to the fact that they contain different elements. First, a declaration
by Panama stating the permanent neutrality of the canal as a function
of its sovereignty. This we understand would be a unilateral declaration
by Panama. Second, when we say that only Panamanian troops shall
be maintained, where would this formulation appear? Would it appear
as part of the pact or in the new canal treaty?

Linowitz: It does not make any difference. The agreement would
be signed after the canal treaty. There will be another document on
neutrality.

Arias: There is another aspect I wish to clear up. Would it be a
bilateral declaration? Would it be a bilateral agreement?

Linowitz: The United States and Panama would enter into a treaty
which would be a separate one from the new canal treaty. In it, first,
Panama as territorial sovereign would declare the permanent neutrality
of the canal. Second, the US would agree, (and this could also appear
in the canal treaty), that no troops would be stationed after the expira-
tion with the exception of Panamanian troops. Third, the provision
that I have read to you plus the rules of neutrality.

Arias: I do not see clearly the point that the second provision
attempts to make. If we are talking of a neutrality treaty or agreement,
not one on defense, why do we need a provision that no troops would
be maintained? The rules of neutrality do not allow the presence of
such troops.

Linowitz: OK. Because it is so important for Panama we could
include a statement to that effect in the neutrality treaty as well as in
the pact.
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Escobar: I want to see if I understand what is being said. In the
new treaty on the canal we would state that there would be no troops
as of the end of the treaty. Then, in the neutrality pact, we would not
mention this question.

Linowitz: Yes.

Escobar: Regarding the neutrality pact between the United States
and Panama what would be the situation of third countries? Would
they simply adhere to the bilateral pact or would they become parties
to the pact?

Linowitz: First, only the United States and Panama would enter a
pact. Secondly, as we have suggested previously, and if it meets with
your approval the US is willing to support it, the United States and
Panama together would sponsor a resolution in the OAS calling upon
all countries to subscribe to a protocol asserting that they will respect
such a neutrality. The OAS could also be the depository.

Escobar: I have another question on a matter of great importance.
Your ideas regarding any bilateral neutrality pact between the United
States and Panama are always very clear. However, if any problem
arose regarding the operation of the canal, resulting from domestic
Panamanian policies or actions, such as those that might be required
because of internal terrorism we understand that it would be the exclu-
sive competence of Panama to resolve such problems and that at no
time you would invoke the neutrality pact.

Linowitz: With all due respect I want to say that your question is
precisely the kind of question I wanted to avoid. If you are going to
require specific interpretations of the provisions, then we will require
specific interpretations of other provisions. I see no reason for the
United States to have to move in, in the future, as a result of domestic
Panamanian matters but I believe it is a mistake to try to reach clear
language for each specific circumstance. The reason that this formula-
tion can be approved is because it leaves open the possibility of interpre-
tation to the future. We consider this a great concession. We are not
playing games here tonight. We have put on the table what we consider
is a very substantial concession on our part. I understand your ques-
tions. Maybe our proposals sound too generous. However instead of
devoting more hours to further discussion I believe that at this juncture
I should make clear to you that I am trying to inform you of what will
be needed to obtain the required approval. However if we start once
again speaking of specific questions we will be largely defeating our
purpose and we will find ourselves back where we started.

I want to add that you must look upon this proposal as a very
substantial indication of how far we are ready to move in order to
motivate you and to find out whether we can agree or not on this
principle of the treaty.
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Escobar: I understand, Ambassador Linowitz. The problem is that
as these questions must be studied in depth by our government, the
more information we have the better we will be able to study these
problems and reach appropriate decisions. I feel it is necessary to find
out whether the neutrality pact or bilateral neutrality agreement would
require, in addition to a definition of neutrality, a series of rules regard-
ing the modus operandi of such neutrality. Logically it is necessary to
develop procedures once the pacts have been drafted. The problem is
what is going to happen when neutrality is considered violated. This
is the reason for my question. To determine the import of the rule first
regarding how we are to interpret that a violation has occurred, and
secondly, what actions are to be taken against the violators. And here
is where we get into the military problem.

We really did not consider it necessary to enter into a security pact.
We saw that a security and a neutrality pact were not only redundant
but even contradictory.

A neutrality pact does not present us with a problem. However
the definition of the rules regulating neutrality are what both countries
will have to agree on. Regarding these regulations we will have to
find satisfactory answers to the question of when neutrality has been
violated, by whom, and what action will be necessary. I have posed
these questions because our government will be asking us these very
same questions when we return.

Linowitz: I understand your reasons and I must tell you first that
I don’t have all the answers. Secondly, when we were in Contadora
we gave you a paper with the rules of neutrality which also referred
to arbitration and mediation, as well as the kind of things that are
covered normally under the rules of neutrality.'* I hope that we are
not trying to cover every single possible eventuality. In providing you
with that paper we were trying to find areas of agreement regarding
the rules that would apply. We have not thought beyond those rules.

Escobar: Please excuse me, Ambassador Linowitz, if I insist so
much on these questions. I wanted to take the maximum advantage
of your knowledge of the issues that constitute vital problems for our
two countries. I want to thank you for all your explanations, which
will serve as the parameters within which we will study the problems
with the care and seriousness required. I am aware that the issue is of
vital importance to the operation of the canal and to the interest of the
US and Panama.

14 See Document 15.
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[Omitted here is discussion of the Panamanian position on lands
and waters and of the need for flexibility on the part of both the U.S.
and Panama.]

28. Telegram From the Embassy in Panama to the Department
of State'

Panama City, March 19, 1977, 1741Z

1982. For Ambassador Bunker and Linowitz from Jorden. Please
pass copy to Office of Secretary of the Army for Alexander. Subject:
Talk with Torrijos.

1. Summary. Following reports on talk among General Omar Tor-
rijos, Army Secretary Clifford Alexander and myself on Contadora
Friday. Key element was Torrijos pledge to accept some form of bilateral
security assurance in post-treaty period in exchange for which he
requires that US be more forthcoming on matters of deepest [concern]
to him and Panama.

2. Army Secretary Alexander and I had hour and half visit with
General Torrijos Friday on Contadora. It was a very frank and open
discussion. General was in good mood and atmosphere was very
friendly. Torrijos was accompanied by Foreign Minister Gonzalez-
Revilla and confidant Rory Gonzalez.

3. High point of session was Torrijos’s expression of his willingness
to approve some form of bilateral security guarantee for the post-treaty
period. In return, however, he said U.S. would have to be considerably
more forthcoming than it has been to date regarding lands and facilities
that would be passed to Panama under treaty. He talked emphatically
on Panama’s requirement for port areas on Atlantic and Pacific sides.
Underlining his desire for area adjacent to free zone in colon for con-
struction of a container port.

4. Torrijos said he felt only sensible way to handle transfers of land
and waters and facilities was on a fixed reversion schedule. He said
he needed to be able to point out to his people that Panama would be
getting areas of significant use and value to them—some immediately,
some in the year x, some in year y, et cetera. He said he had the feeling

1 Source: National Archives, RG 59, Official and Personal Files of Ambassador
at Large Ellsworth Bunker, Lot 78D300, Box 3, Panama, DOA-DOD, Liaison With.
Confidential; Immediate; Exdis.
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that U.S. negotiators did not as of now have the authority to make the
kinds of decisions that he thought were required to get a successful
treaty. He said there had been entirely too much concentration on
quote trivia unquote in past negotiating sessions. He told us what was
needed was a quote command decision unquote to move forward
toward rapid settlement of the major issues and the minor points would
then fall into place.

5. Secretary Alexander pointed out to the General that he was new
in his job and had not yet had an opportunity to look into the details
of such issues as disposition of lands and waters. He also reminded
Torrijos that he was not engaged directly in the negotiations, that they
were in the hands of our able negotiators Bunker and Linowitz. But
he promised the general that he would promptly undertake a thorough
review of the Army’s and canal company’s positions on these matters
to see if the U.S. could not be more forthcoming. Torrijos welcomed
this pledge.

6. Torrijos said that he was under heavy pressures for movement
in the treaty talks. Above all he said he needed to know if we really
intended to press forward toward a treaty or if the slow pace and
indecisive nature of recent sessions was going to continue. He said he
would rather know that a treaty was impossible than to have the talks
drift along at a snail’s pace. Army Secretary and I both assured him
that it was clearly the President’s policy and the expectation of the
secretary of state and the negotiators to work toward a treaty with all
deliberate speed. We reminded him of the considerable problems we
have with Congress and with public opinion. He said he understood
those problems and appreciated their depth. That was the main reason
for his assurance that a satisfactory solution could and would be found
to the post-treaty security problem. He then reminded us that he had
major problems, too, which he hoped we understood and sympathized
with. We told him we did.

7. Torrijos said that if a settlement was going to be prolonged, it
would be helpful if the U.S. could undertake to make some gestures
to Panama in the form of transfers of some significant real estate. He
referred specifically to New France field and the Coco Sola areas.” He
noted with extreme puzzlement that quote the U.S. says it will give
us the field but wants to keep the hangars unquote. He said that was
like his quote offering us a ten-story building without stairs or an
elevator unquote. He also said that it would be much better if the U.S.
were to take the initiative in this matter and take some of these unilateral

2 France Field was a U.S. airfield and Coco Solo a U.S. Naval station, both located
in the Panama Canal Zone.
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actions. Quote, we don’t want to be in the position of coming to you
to beg for such things, unquote, he said.

8. Torrijos said that while he was willing to make major concessions
on security questions—during and after a treaty—he thought the Secre-
tary should understand his real attitude toward this matter. He said
that frankly there was no security for the canal quote against two men
or against a major power unquote. He said every experienced military
man understood that. He recognized that this was a political not a
military problem and it was one he understood full well.

9. That was the heart of the discussion. There was a certain amount
of unrelated talk. For example, he praised President Carter highly for
his stand on human rights. He said the U.S. should regard the reactions
of such countries as Brazil, Uruguay and Guatemala as quote a compli-
ment unquote. He also spoke of the urgent need for some kind of
worldwide approach to the problems of commodity trade. He said he
was considering asking UN Secretary [General] Waldheim to organize
some kind of international commission to work on a more equitable
system of commodity exchange between developing and developed
countries. It was clear from the context that Torrijos principal concern
in this regard is the terrible bind that Panama finds itself in now because
of excessively ambitious sugar production. (He said the world price
was eight cents and that it cost Panama at least 12 cents to produce
refined sugar. So, he said, he was going to have to let considerable
cane rot in the fields.)

10. Torrijos also spoke of his unemployment problem. He said it
was now nine per cent in Panama City (we think it is higher). He said
if it reached twenty per cent quote we can forget about stability, about
progress and about negotiations unquote.

11. The talk was unusually candid and good humored. Torrijos
was in excellent spirits and though generally serious, he showed flashes
of humor. It was clear that he and the Army Secretary had established
excellent rapport and that he appreciated Alexander’s honesty and
candor. During the evening, in the midst of a reception for visiting
Congressmen, I received a call from the foreign minister who said that
Torrijos wanted me to know how much he enjoyed getting [to know?]
Secretary Alexander and that he was thoroughly pleased with their talk.

Jorden
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29. Memorandum From the President’s Assistant for National
Security Affairs (Brzezinski) to the Deputy Secretary of State
(Christopher)!

Washington, March 26, 1977

SUBJECT

Torrijos

The President noted a recent item? which stated that General Tor-
rijos has reportedly invited Castro to Panama in May and is planning
to visit Libya.

It is my belief that if word of this gets out—as it inevitably will—
the reaction in the U.S. by conservative anti-treaty forces is going to
make the selling of the treaty more difficult. The President agrees with
this assessment. He has instructed that General Torrijos be advised of
our view. Please let Torrijos know this through your channels.?

Zbigniew Brzezinski

! Source: Carter Library, National Security Affairs, Staff Material, North/South, Box
39, Pastor, Country, Panama, 1-3/77. Secret. An unidentified hand wrote: “Let Pastor
know” on the top of the memorandum.

2 Not found.

3 In telegram 69680 to Panama City, March 29, Christopher instructed Jorden to
convey the administration’s concerns regarding Torrijos’s potential visit to Libya and
meeting with Castro. (National Archives, RG 59, Central Foreign Policy File, N770002-
0281 and P850056-1944) In telegram 2497 from Panama City, April 7, the Embassy
reported on its attempts, “in a low-key way to encourage restraint upon the Panamanian
Government as the Libya trip approaches . . . Our emphasis has been on the potential
for damage to Panama’s cause in the U.S.” (National Archives, RG 59, Central Foreign
Policy File, D770122-0806) Torrijos visited Libya April 12-16.
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30. Letter From Secretary of Defense Brown to Secretary of State
Vance'

Washington, March 29, 1977

Dear Cy,

As you know, the Policy Review Committee meeting of 26 January
on the Panama Canal negotiations has resulted in an interagency coor-
dinated effort to conclude a new treaty this year.?

You will recall that one of the principal topics during the meeting
concerned the need for Defense to participate fully in legislative and
public affairs programs associated with both the negotiation and ratifi-
cation of a new treaty. Accordingly, I have directed a thorough review
of possible DoD resources and programs to ensure that we will be
prepared to do our part in providing to the public, the Congress and
the media, information and our views concerning defense interests in
the Panama Canal.?

The DoD supports a new treaty relationship with Panama which
will ensure that defense interests in the Canal are fully protected.
I therefore plan to issue at the appropriate time a public statement
demonstrating my personal support for the negotiations.* Other
Defense officials will be heard from on this issue during the coming
months. Additionally, our legislative affairs office will be working
closely with yours. This should ensure that we will have a coordinated
preparation for the expected ratification hearings, and that the Congress
and the public are fully informed.®

Sincerely,

Harold Brown

1 Source: National Archives, RG 59, Official and Personal Files of Ambassador at
Large Ellsworth Bunker, Lot 78D300, Box 4, Panama Public + Congressional Educ. Secret.
The letter was forwarded to Hodding Carter on April 7 under a covering memorandum
from Bunker. (Ibid.) Vance’s initials are stamped on the letter.

2 The meeting took place on January 27. See Document 6.

3In a March 29 memorandum to the secretaries of the military departments, the
Chairman of the Joint Chiefs of Staff, assistant secretaries of Defense, assistants to the
Secretary of Defense, and the Director of the Defense Intelligence Agency, Brown outlined
how Defense should prepare for public inquiries on the Panama Canal treaties and
communicated Defense’s responsibility to provide relevant information to the public,
Congress and the media. (Washington National Records Center, 1977 Country Files:
FRC 330-80-0035, Panama Canal 1977 092 Jan-Sep)

4Not found.

5 Vance highlighted this paragraph and wrote in the left margin: “good. Should be
coordinated w. H. Carter.”
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31. Briefing Report Prepared in the Department of State!

Washington, undated

U.S./PANAMA TREATY NEGOTIATIONS: MEETING WITH
PRESIDENTS OF VENEZUELA AND COLOMBIA

Last week we briefed Presidents Perez of Venezuela and Lopez
Michelsen of Colombia concerning the Panama Canal negotiations.?

Our purpose was threefold:

—to explain the Administration’s policy and approach;

—to provide a United States perspective on the negotiations to two
Presidents who had previously been exposed almost exclusively to
Panama’s view; and

—to review the issues to the degree that each President desired.

We made several general points:

—a new Canal treaty is a foreign policy priority of the Carter
Administration;

—the United States is prepared to negotiate reasonable terms, but
not to sacrifice its continuing interest in the Canal’s secure and effi-
cient operation;

—Panama must decide whether it prefers a ratifiable treaty or a
continuing Canal problem;

—if Panama were to choose to hold to its unrealistic demands, the
United States would not be ashamed for the world to know of its
current position.

We judge as a success this first effort to take our case directly to
Latin American heads of state. The Presidents:

—displayed considerable knowledge about the details of the
negotiations (presumably learned from their regular meetings with
Torrijos);?

1'Source: National Archives, RG 59, Official and Personal Files of Ambassador at
Large Ellsworth Bunker, Lot 78D300, Box 8, Chron Jan-June 1977. Confidential. For-
warded to Christopher on March 31 under a covering memorandum from Bunker and
Linowitz. Christopher chose not to forward to Carter because the information was already
summarized in an evening note to him. (Ibid.)

2 Bunker and Linowitz briefed Perez on March 24 in Caracas and Lopez Michelsen
on March 25 in Bogota. The memoranda of conversation for these two meetings are in the
National Archives, RG 59, Official and Personal Files of Ambassador at Large Ellsworth
Bunker, Lot 78D300, Box 2, Briefing of Colombian and Venezuelan Presidents, March
23-26, 1977.

3In telegram 69426 to Caracas, March 29, the Department transmitted a more
detailed summary of the meeting with Lopez Michelsen, who expressed that he thought
it unfortunate that such an important matter as the Panama Canal was being handled
as a bilateral issue between Panama and the United States, rather than “with other,
more advanced countries.” (National Archives, RG 59, Central Foreign Policy File,
D770108-0075)



October 6, 1976-September 9, 1977 129

—spoke favorab% about the “reasonableness” of our position, but
suggested that the United States would be blamed for any treaty
breakdown;

—commented that our Canal posture evidences the good intentions
of this Administration with respect to the hemisphere as a whole;

—expressed understanding of the need to provide for our continu-
ing security interest in the Canal’s neutrality after the new treaty’s
expiration but cautioned that Torrijos cannot appear to agree in advance
to United States post-treaty intervention;

—offered to define informally a possible accommodation of United
States and Panamanian needs (Perez proposed a joint informal initiative
by Venezuela, Colombia and Costa Rica, while Lopez spoke of a sepa-
rate Colombian effort).

We will visit Costa Rica and Mexico on a similar trip in the near
future.*

4 Not found.

32. Action Memorandum From the Director of Panamanian
Affairs (Bell) to Ambassador at Large (Bunker) and the
Panama Canal Treaty Co-Negotiator (Linowitz)!

Washington, April 11, 1977

U.S.—PANAMA TREATY NEGOTIATIONS:
Interagency Working Group Recommendations on Economic Arrangements

Reference: Action Memorandum dated March 23, 19772

Discussion:

The Action Memorandum of March 22° established a basic strategy
regarding the development of an economic arrangements position.

1 Source: Department of State, American Embassy Panama, Panama Canal Treaty
Negotiation Files, 1964-1977, Lot 81F1, Box 127, Pol 33.3.2—Compensation 1977. Confi-
dential. Copies were sent to Jorden, Tragen (USAID), Todman (ARA), Lion (AA/LA),
and Pezzulo (H).

2 Not found.

3The March 22 action memorandum proposed a schedule and actions which
included providing the negotiators with a statement of recommendations for economic
arrangements under a new Panama Canal Treaty. Bunker approved the schedule and
actions. (Department of State, American Embassy Panama, Panama Canal Treaty Negotia-
tion Files, 1964-1977, Lot 81F1, Box 127, POL 33.3.2—Land and Water Jan-March 1977)
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The first steps in that strategy have been completed. The Interagency
Working Group included representations from State, Defense, A.LD.,
Treasury and OMB. The Group met during the period March 28 to April
6, and prepared a statement of Recommendations, which is attached
as Tab A to this memorandum.* During the period of Working Group
discussions, consultations were also carried out with several House
members and Senate and House staffers on the issue of economic
arrangements. Memcons of these discussions are included as Tab B.”
The results of these brief consultations served as input to the delibera-
tions of the Working Group.

The Working Group reached two conclusions which serve as basic
premises to its recommendations:

—Much data relating to the scope of operations of the Canal and
its ability to generate revenue under the new treaty is not available
and its development should be a priority consideration; and

—To the maximum extent possible, any transfer of benefits to
Panama should sustain from Canal revenue.

Based on these conclusions, the Group made the following
recommendations:

—that the Negotiators seek to create a technical study group to
compile information on the maximum revenue that can be derived
from the Canal operations under varying assumptions and examine
the anticipated reduction in expenses as a result of the transfer of
responsibilities to Panama;

—that the level and types of payment to Panama under the treaty
should be payable from Canal revenues;

—that the value of the Canal assets be calculated and recognized
as part of the total “compensation” package to Panama and should be
considered as a negotiating tool for the United States Negotiators;

—that the annual payment to Panama consist of an amount per
Panama Canal ton but should not be less than a low, fixed sum for a
period of time to be determined on the basis of mutual agreement;

—that an inflation factor should be built into any annual payment
position of the United States Negtiators;

—not to commit the United States to an overall economic develop-
ment program in the treaty;

4 Attached but not printed.

5 Memoranda of conversation dated April 4, 5, and 8 and a memorandum for the
files dated April 6 are attached but not printed. Members of Congress consulted included
Representative David Obey (D-Wisconsin), Representative Lee Hamilton (D-Indiana)
and Murphy.
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—that the United States not commit itself to a security assistance
program in the treaty; and

—that the economic arrangements of the treaty should provide for
a bilateral mechanism to aid the implementation of the treaty and the
Canal operations during the treaty.

Discussion of each recommendation as well as options are dis-
cussed in Tab A. Should you accept these recommendations, they will
establish the parameters for the drafting of the United States Negotia-
tors’ positions,® including fallbacks, and a draft Threshold Agreement
on economic arrangements. We believe that Congressional consulta-
tions on this issue have been useful and should continue.

The Working Group is prepared to discuss its report with the
Negotiators should the Negotiators require amplification of its
recommendations.

Action Requested:

That you approve the Working Group’s recommendations for sub-
mission to interagency clearance.”

Approve Disapprove

Approve with exceptions

That we proceed to implement the first recommendation on creat-
ing a technical study group.®

Approve Disapprove

That we proceed to prepare a United States position based on the
Working Group’s recommendation.’

Approve Disapprove
Richard Wyrough for
S. Morey Bell'®
Minister
Attachments:

Tab A—Statement of Recommendations
Tab B—Congressional Consultation Memoranda

© On April 15, Bunker forwarded the recommendations to Dolvin under a covering
letter, stating his wish to “use these recommendations as the basis for preparing a
coordinated United States Government position on economic arrangements under a new
treaty” and requesting Defense’s views. (Washington National Records Center, OSD
Files, FRC: 330-84-0047, Neg Panama & Panama Canal Zone—16 Feb 77-15 Apr 77)

7 There is no indication of approval or disapproval of the recommendation.
8 There is no indication of approval or disapproval of the recommendation.
9 There is no indication of approval or disapproval of the recommendation.
10°A typed signature indicates Wyrough signed for Bell.
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33. Memorandum From Secretary of State Vance to
President Carter'

Washington, April 12, 1977

[Omitted here is information unrelated to Panama.]

4. Panama Canal Negotiations—I met this afternoon with Sol Linow-
itz who brought me up-to-date on the Panama Canal negotiations. He
said that he has made substantial progress over the last three weeks.
He believes that it will be possible to reach agreement on a treaty
within two months if Torrijos really wants one. Linowitz stated that
neither he nor the Presidents of Venezuela and Colombia, with whom
he spoke recently,” know whether Torrijos wants a treaty. Torrijos is
fearful of being criticized for being too soft. Linowitz pointed out, on
the other hand, that the two Latin American Presidents and many
people in Panama believe that Torrijos needs a treaty if he is to sur-
vive politically.

Sol feels that he has broken the back of the most difficult issue,
that of preservation of neutrality in the post-treaty period with the
accompanying right of the U.S. to intervene to preserve such neutrality.
Sol has also been spending a good deal of time on the Hill. His opinion
is that it is going to be a tough fight. However, he has recently won
over such opponents as Hayakawa and Hatch.

! Source: Carter Library, National Security Affairs, Brzezinski Material, Subject File,
Box 18, Evening Reports (State), 4/77. Secret. Carter initialed the memorandum.

2 See Document 31.
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34. Telegram From the Department of State to the Embassy in
Panama'

84390. Washington, April 14, 1977, 22437

For Jorden from Bunker. Subject: Next Negotiating Round.

1. This morning George Fisher contacted me by phone to say that
Edwin Fabrega wished to talk with me and would appreciate a call.
During a conversation later in the morning on a rather poor circuit
Edwin asked when we wished to get together again for the next negotia-
ting round. I replied that we were prepared, as we indicated during
our luncheon two weeks ago,? to meet at a convenient time and place to
discuss all outstanding issues. I mentioned, however, that Ambassador
Linowitz would be out of the country during the last week of April
and that after I had talked with Sol I would get back in touch with
Edwin later today.

2. Sol and I have discussed the situation and agree that the best
date to resume the talks is sometime during the first week in May.

3. I have so advised Edwin and have indicated to him that we
must decide later on the location of the May talks. I also repeated to
him my earlier observation that we wish to take up all outstanding
issues at the next round of talks. My intention here was to emphasize
that, contrary to the suggestion made by Romulo and Edwin during
our March discussions® that they would be prepared to resume our
discussions only after we had made a “political decision” regarding
the lands and waters issue, there can be no repeat no preconditions from
our viewpoint to scheduling the next round of negotiations. Indeed,
our intention during the next round is to move forward with respect
to any one issue only in the context of our ability to agree ad referendum
on all repeat all outstanding issues.

4. In order to confirm my second conversation with Edwin, I would
appreciate your contacting him as soon as possible and repeating to
him orally the gist of the above, namely:

A. That we are prepared to commence a full round of negotiations
sometime during the first week of May;*

1 Source: National Archives, RG 59, Official and Personal Files of Ambassador at
Large Ellsworth Bunker, Lot 78D300, Box 1, May 1977 Round. Confidential; Immediate;
Stadis. Drafted by Wyrough and approved by Bunker.

2No record of meeting minutes has been found.
3 See Document 27.
4See Document 36.



134 Foreign Relations, 1977-1980, Volume XXIX

B. That we suggest deferring decision on the exact date and location
of the meeting due to some unresolved questions concerning Sol’s
freedom to be away from Washington during the first part of May; and

C. That it is our intention to discuss all repeat all unresolved major
issues during the next round.

Vance

35. Briefing Memorandum From the Director of the Bureau of
Intelligence and Research (Saunders) to Secretary of State
Vance!

Washington, April 21, 1977

Panamanian and Latin American Views of the US Negotiating Stance

A while back, you suggested that periodically we take a look at
how the current U.S. negotiating stance is viewed in Panama and
elsewhere in Latin America. In sending you this analysis, I hasten to
point out the obvious—that this memorandum reflects that range of
views available from intelligence sources, Foreign Service reporting,
and the press. Our negotiators, of course, can add another dimension.

Torrijos” Perceptions. Judging from clandestine reporting and other
sources, we believe that Torrijos’s present perceptions of the situation
are that:

—U.S. proposals always contain some degree of “give” and,
because the new administration wants a treaty quickly, it will be willing
to make concessions if pushed.

—Washington is under domestic and international pressure to be
more forthcoming; if it does not give in to Panama’s “reasonable”
demands, the {'ustice of the Panamanians’ position will allow them “to
go to the world.”

—Panama has already made real concessions; so far the U.S. has
failed to match these, and nothing more can be expected from the
Panamanian side until it does.

! Source: Carter Library, National Security Affairs, Brzezinski Material, Brzezinski
Office File, Box 38, Brzezinski Office File Country Chron, Panama, 1-5/77. Secret; Noforn;
Nocontract; Orcon; Exdis. Drafted by Harvey D Lampert (INR/RAR) on April 18. Pack-
man initialed for Saunders. Tarnoff forwarded the document to Brzezinski under an
April 27 covering memorandum. (Ibid.)
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—The remaining matters in the dispute are “political” rather than
technical, and final US decisions on these issues must be obtained
directly from the White House.

It also seems clear that the Panamanians have little sympathy for
Washington’s domestic constraints.

—Preoccupied with their own serious internal pressures, they
regard these as purely a U.S. concern (a belief expressed publicly in
January by the Panamanian Char%é here).?

—They also appear either unable or unwilling to acce})t the reality
of the U.S. constraints. When U.S. negotiators in March retused, on the
grounds of Congressional opﬁosition, to yield to Panamanian demands
on “secondary matters” such as the possession of Ancon hill or the
Eorts and railroads in the Canal Zone, the Panamanians could not

elieve that “these matters are really so important that Congress will
get that upset.”?

The sense of urgency to achieve a treaty that Torrijos exhibited
late last year has apparently ebbed,* possibly because of the calm
situation in Panama since the September food price riots.

—He allegedly indicated to guests at his birthday party in February
that he did not expect or really need a new treaty this year.

—Panamanian officials and media representatives are constantly
deprecating indications that a new treaty is imminent; sensitivity to
statements by U.S. officials on the negotiations has faded greatly; and
the media no longer trumpet descriptions of 1977 as the “year of deci-
sion” (though Torrijos did make such a reference during his April visit
to Libya® and told Newsweek recently he still expects a treaty this year).”

Torrijos’s attitude has probably been reinforced by apparent belief
that his present strategy has left the next decisions up to the U.S.,® and
his feeling that in the past protracted negotiations have led to a soften-

2 Not found.

3 A quote from the afternoon session of the March 13 meeting between the U.S.
and Panamanian negotiators, during which Escobar asked: “Are these matters really so
important that Congress will get that upset?” See Document 27.

4 An unknown hand underlined: “The sense of urgency to achieve a treaty that
Torrijos exhibited late last year has apparently ebbed.”

5 An unknown hand underlined this sentence.

¢ In telegram 2630 from Panama City, April 13, the Embassy reported that Torrijos
“reiterated the importance of 1977 as ‘a decisive year in which there must be an answer
to our demands.”” (National Archives, RG 59, Central Foreign Policy File, D770129-0250)

7 After his trip to Libya April 12-16, Torrijos granted an interview to Newsweek
during which he stated that, despite difficulties faced in reaching an agreement, “I think
we will reach an agreement this year because my intuition says that Carter is the greatest
defender of human rights.” (“Torrijos: “The U.S. has Lied,”” Newsweek, April 25, 1977,
p- 41)

8 An unknown hand underlined: “apparent belief that his present strategy has left
the next decisions up to the U.S.”
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ing of the U.S. position. Still, given Torrijos’s erratic character, this
confidence could vanish quickly.

The Latin Viewpoint. While popular and official support for Panama
in Latin America has lost some of its fervor over the years, it remains
strong, and Washington would still bear the brunt of public blame if
the talks broke down.” The U.S. could probably reduce the intensity
of adverse reaction if it were able to show that its positions had been
reasonable and fair. But, if a collapse were accompanied or followed
by bloodshed, U.S. arguments would have little weight in the minds
of the Latins.

Nonetheless, the drop in Latin American support is noteworthy
because Latin backing plays a key role in Torrijos’ thinking'® and may
affect the stands he takes. A meeting with Colombian President Lopez
Michelsen (who counseled moderation) during the February negotia-
tions,!! for example, may have contributed to the Panamanians’ some-
what more conciliatory attitude toward the end of the round.!?

The main reason for the decline in backing is fear of the practical
effects’® of Panamanian control of the Canal now that such a takeover
seems increasingly likely. More than half of the hemispheric states did
notsign a letter presented in January to President-elect Carter'* pushing
for a quick settlement of the dispute, and at least some of these were
motivated by this fear.

—The more conservative governments'> (whose numbers have
increased in the past few years) distrust Torrijos’s'® judgment and fear
Cuban penetration of the isthmus. Most recently, Embassy Managua
has reported that President Somoza—although he did sign the January
letter—shares this view of Torrijos’s reliability;'” and Mexican support
for Panama has reportedly cooled now that Lopez Portillo has replaced
Echeverria.

—The South American west coast and landlocked countries, which
are most dependent on the Canal, fear that Panama will be unable to
run it efficiently or will charge exorbitant tolls. The Paraguayans are

9 An unknown hand underlined: “Washington would still bear the brunt of public
blame if the talks broke down.”

19 An unknown hand underlined: “Latin backing plays a key role in Torrijos’s
thinking.”

11 See Document 21.

12 An unknown hand underlined this sentence.

13 An unknown hand underlined “the decline in backing” and “fear of the practi-
cal effects.”

14 See footnote 2, Document 9.

15 An unknown hand underlined: “more conservative governments.”

16 An unknown hand underlined: “distrust Torrijos’s.

17 See telegram 378 from Managua, January 25, in the National Archives, RG 59,
Central Foreign Policy File, D770027-0688.
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the latest to express these concerns, following earlier similar indications
from Ecuador, Peru, Bolivia, and Chile.

In a few instances, bilateral problems have weakened support for
Panama. Both the Argentines and the Chileans were irritated by Torri-
jos’s backing for UN resolutions on human rights which affect them
unfavorably'® (the Chileans” anger at recent U.S. policies have caused
them to swerve back to support of Panama). The Guatemalans are
displeased with Panama’s support of Belize and have consequently
declared themselves neutral on the Canal question.

Panama’s closest neighbors, Venezuela, Colombia, and Costa Rica,
which Torrijos consults frequently, have balanced their general backing
of him with more tempered positions on his extreme demands. All
three have indicated some sympathy with the U.S. stand on neutrality
and defense, though cautioning that Torrijos cannot appear to agree
in advance to US post-treaty intervention.

—Foreign Minister Facio of Costa Rica told Assistant Secretary
Todman, February 21, that he understood our unwillingness to accept
a UN guarantee for the Canal’s neutrality (“no one could predict what
the UN machinerz would look like in 20 years”) and that a bilateral
arrangement was best under the circumstances.'” An editorial in a pro-
government newspaper a few days earlier made the same point, though
Deputy Foreign Minister Jimenez more recently stressed publicly the
importance of the principle of non-intervention to Panama’s sover-
eignty over the Canal.

—In Colombia, President Lopez, according to a clandestine source,
declared in February that the “U.S. should not give any weight to what
he says publicly about Panama” and he told Ambassadors Bunker and
Linowitz during their March visit to Caracas and Bogota (the first such
visit by US negotiators since talks were resumed in 1973) that a joint
U.S.-Panamanian guarantee on neutrality “appears appropriate and
desirable.”?°

—Venezuela’s President Perez reportedly said in early February
that he believed Torrijos’s inflexible position on the Canal neutrality
was “absurd.” (On the other hand, Torrijos was elated by Perez’s report
to him on the Venezuelan’s talks in March with Bunker and Linowitz.)

There is thus some support in Latin America for the U.S. positions
in the negotiations.?! But the fluctuating nature of such backing and
the tendency of most hemispheric states publicly to support Panama
regardless of their private views, makes it perilous to give this sympa-
thy too much weight in developing a US negotiating strategy.

18 Not further identified.

19 See telegram 43626 to San Jose, February 26, in the National Archives, RG 59,
Central Foreign Policy File, D770067-1206.

20 See Document 31.
21 An unknown hand underlined this sentence.
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36. Memorandum From the Panama Canal Treaty Co-Negotiator
(Linowitz) to Ambassador at Large (Bunker)'

Washington, May 9, 1977

SUBJECT

Panama Canal Negotiations

Based on the discussion with the Panamanian Negotiators this
morning? and our subsequent conversation we have tentatively agreed
the following steps might be taken preparatory to our meeting with
the Panamanians Tuesday® afternoon:

With respect to neutrality I will be prepared to indicate to the
Panamanian Negotiators that we are proceeding on the assumption
that the language proposed in March on this issue is acceptable to
them but that they have put forward interpretations of this language
which they regard as important to meet their own requirements. By
the same token it is important that they understand our need to inter-
pret the language to meet our own requirements in this country and
to assure requisite approval by the President and the Congress.

With this in mind therefore we want to be able to interpret the
neutrality agreement as follows:

1. The United States is committing itself together with Panama to
the maintenance of a regime of neutrality for the canal. Under this
commitment the United States must be in a position to take such
steps as may be necessary to assure that the neutrality of the canal is
maintained against a threat or attack from any source.*

I would then go on to say we hope that Panama would find this
acceptable and would understand the reason for our requirement. In
connection with the endorsement by an international body, I would
point out that we are agreed that such international endorsement would
be appropriate and desirable but that in our mutual interest it would
be better to have the OAS—a regional body under the United Nations—

1 Source: National Archives, RG 59, Official and Personal Files of Ambassador at
Large Ellsworth Bunker, Lot 78D300, Box 8, Chron Jan-June 1977. No classification
marking.

2 A summary of the first session of the May round of negotiations and the Panama-
nian response to Bunker’s opening remarks is in the Department of State, American
Embassy Panama, Panama Canal Treaty Negotiation Files, 1964-1977, Lot 81F1, Box 128,
POL 33.3.2—Canal Treaty negotiations April-July 1977.

3 May 10.

4 Bunker placed a checkmark next to this sentence in the left margin.
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providing for such endorsement by the OAS member countries rather
than by the larger and more complex United Nations groups.

2. With respect to the entity we would indicate our mutual agree-
ment that the entity would be devoted to the operation of the canal
and not to commercial activities and that the issue is simply how
to delineate on a mutually agreeable basis the functions entailed in
such operation.

We envisage, as we pointed out, a Department of Defense agency—
the Corps of Engineers or another—which would have operating
responsibilities. The Joint Advisory Board to be established would be
able to deal with policy matters affecting operation and we would
be willing to propose a Panamanian be named as chairman of the
advisory board.

As to the functions to be performed by the entity we should be
able to put before the Panamanians the appendix which lists all of the
functions presently performed by the Canal Company and by asterisks
indicates those mutually agreed which are to be retained by the canal
operators, those to be performed by military authorities, and those to
be performed by the Government of Panama.®

With respect to employees, instead of referring to SOFA rights we
should turn over to the Panamanians the list of employee rights as set
forth in the appendix so there will be a clear understanding of precisely
what we have in mind.

3. Lands and Waters. If Alexander has approved the lands and
waters presentation of General Dolvin then this should be available to
be disclosed to Panama at the most propitious time. It may well be
that this should not be done until after the President returns from
Europe® so that it will appear to have been directed by our “highest
authorities.” If the Panamanians press for earlier discussion of this issue
we should continue to point out that it will require the determination
on the highest level and that meanwhile we should continue to try to
dispose of the other issues.

If we are able to make progress along these lines then at some
point it might be desirable to propose that groups of the delegations
undertake to work separately on some of the aspects. For example
General Dolvin and Fabrega might be asked to deal with functions
and later lands and waters assuming requisite Alexander approval.
Dick Wyrough and a Panamanian designee could be asked to deal

5 Bunker placed a checkmark next to this sentence in the left margin.

6 Carter traveled to London and Newcastle from May 5-10 to attend the Economic
Summit Meeting and to address the NATO Ministers meeting. On May 9, he traveled
to Geneva to meet with Presidents Furgler and Assad.
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with the employee rights aspects. Perhaps other areas for such separate
treatment might develop during the course of the negotiations.

Clearly the object ought to be to make progress in every area where
there seems to be room for movement—including economic benefits.
On this point it becomes ever more important that we have a full
analysis and report on the kind of annual payment which is feasible
under anticipated canal operations, the toll increase which would be
practical and acceptable and the alternative proposals which could be
put forward for consideration by the Panamanians on this issue. I
would think that Morey Bell and a Panamanian representative could
be asked to serve as a subcommittee to deal with this issue.

37. Memorandum Prepared in the Central Intelligence Agency

Washington, May 9, 1977

[Source: Central Intelligence Agency, Office of Congressional
Affairs, Job 79MO00983A, Box 8, Folder 4: SSCI Countries—Panama Sept
1972-May 1977. Secret. Two pages not declassified.]

38. Memorandum From Acting Secretary of State Christopher to
President Carter'

Washington, May 12, 1977

[Omitted here is information unrelated to Panama.]

Panama Canal Negotiations. In three meetings this week with the
Panamanian negotiators, Ambassadors Bunker and Linowitz have pre-
sented a draft neutrality treaty; a proposal on the form of the entity
which will operate the canal during the life of the treaty; a paper
dealing with the rights of U.S. civilian employees of the entity; and a

! Source: Carter Library, National Security Affairs, Brzezinski Material, Subject File,
Box 18, Evening Reports (State), 5/77. Secret. Carter initialed the memorandum and
wrote: “To [name not declassified].”
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package on lands and waters worked out with the Secretary of the
Army.?

Initial indications are that Panama is particularly pleased with the
lands and waters package, which contains much of what Panama has
demanded during the past two years. Two of three of the Panamanian
negotiators are returning to Panama today for consultations with Gen-
eral Torrijos—not because negotiations are going badly but because
they are going well.> While the negotiations appear to be moving in
the right direction, there is hard negotiating ahead before treaty drafting
can begin.

[Omitted here is information unrelated to Panama.]

2 Carter wrote: “C” in the left margin. The meetings were held May 9-11. For a
summary of these meetings, see Dolvin’s May 12 interim report in the National Archives,
RG 218, Records of Chairman George S. Brown, Box 48, 820 (Panama) Bulky 1 Jan 1976—
31 May 1977. In a May 10 memorandum to Alexander, Bunker and Linowitz sent a set
of conceptual recommendations for approval pertaining to lands and waters for use by
the U.S. negotiators during the current round of negotiations. (National Archives, RG
59, Official and Personal Files of Ambassador at Large Ellsworth Bunker, Lot 78D300,
Box 4, Issues Lands & Waters (Use Rights))

5 In telegram 3415 from Panama City, May 13, the Embassy reported that Escobar
and Royo appeared to be returning to Panama with a “positive” attitude. (Department
of State, American Embassy Panama, Panama Canal Treaty Negotiations Files, 1964—
1977, Lot 81F1, Box 127, POL 33.3.2—Lands and Water April-June 1977)
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39. Memorandum of Conversation’

Washington, May 18, 1977, 8:30 a.m.

SUBJECT
Canal Treaty Negotiations

PARTICIPANTS

Ambassador Gabriel Lewis Galindo of Panama

Dr. Ricardo Bilonick, Legal Counselor, Embassy of Panama
Dr. Zbigniew Brzezinski

Robert A. Pastor (Notetaker)

Ambassador Gabriel Lewis Galindo and the Panamanian Charge
met with Dr. Brzezinski and Bob Pastor on April 18,2 at 8:30 a.m. for
ten minutes.

After presenting his credentials on Monday, May 16 to President
Carter, Ambassador Lewis returned to Panama to discuss with General
Torrijos the President’s message.® Torrijos asked him to return to the
U.S. immediately to convey his personal message to President Carter
via Dr. Brzezinski. Lewis said that Torrijos was anxious to conclude a
treaty, understood our needs with regard to neutrality, and believed
it did not make sense to delay the negotiations by arguing over every
minute detail—every hotel, hill or lake—of the lands and waters needed
to run the Canal. Torrijos said that he only wanted to make sure that
all the lands and waters necessary to run the Canal efficiently should
be part of the package. He handed Brzezinski the message attached at
Tab A.* After reading it, Brzezinski said that it was indeed encouraging.

1 Source: Carter Library, National Security Affairs, Brzezinski Material, Subject File,
Memcons: Aaron, David: 2/77-12/78. Secret. The meeting was held in Brzezinski’s office
at the White House. The memorandum of conversation and Torrijos’s message were
forwarded to Bunker and Linowitz on May 20 under a covering memorandum from
Hornblow. (National Archives, RG 59, Official and Personal Files of Ambassador at
Large Ellsworth Bunker, Lot 78D300, Box 4, Panama Key Documents 1977)

2 The meeting took place on May 18.

3 In his May 16 remarks welcoming Lewis as Ambassador of Panama, Carter reiter-
ated the support for a new treaty that he had expressed in his March 9 letter to Torrijos
(see Document 25). Carter further stated that he was “prepared to press forward with the
negotiations and to accept the political problems in this country which the presentation
of a final treaty will generate.” He went into detail “so that you will know my personal
commitment to the early conclusion of a fair treaty.” For the full text of Carter’s remarks,
see telegram 120619 to Panama City, May 25. (Department of State, American Embassy
Panama, Panama Canal Treaty Negotiation Files, 1964-1977, Lot 81F1, Box 127, POL
33.3.2—Canal Treaty Negotiations April-July 1977)

4 Attached but not printed. Brzezinski forwarded a copy of the message to the
Acting Secretary of State on May 19 with instructions to communicate its substance to
Bunker and Linowitz. (Memorandum for the Acting Secretary of State; Carter Library,
National Security Affairs, Brzezinski Material, Brzezinski Office File, Box 66, Brzezinski,
Chron: 5/17-22/77) Carter wrote on the message: “Zbig—Sounds good—cc Bunker,
Linowitz.” (Ibid.)
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The message made the following points:

—Torrif'os was pleased that President Carter was willing to accept
the political problems necessary to gain Senate ratification of the treaty.

—He shares President Carter’s feelings that a treaty should be
concluded as quickly as possible.

—He is aware of the importance of the declaration of neutrality
of the Canal.

—The lands, waters, etc., not needed for the operation or mainte-
nance of the waterways should be returned to Panama, and he believes
that President Carter has instructed U.S. Negotiators to this end.

—Torrijos would like to keep “an open channel of communication”
with Dr. Brzezinski through Ambassador Lewis.

Dr. Brzezinski said that the President was anxious to conclude a
treaty and he realized that 1977 would have to be the year because
that is when the President’s political strength was greatest. Next year
his political strength will not be as great; the year after that it will be
even less. Therefore, Dr. Brzezinski said, both sides must be accommo-
dating this year so that we can have a treaty.

Ambassador Gabriel Lewis reiterated the last point in the message,
and asked how he could get in touch with Dr. Brzezinski quickly. Dr.
Brzezinski said that this Administration is different than the previous
one, that he would share this message with Secretary Vance and with
the U.S. Negotiators,® and that Panama’s negotiators should work with
our Negotiators to come up with a treaty. However, if Ambassador
Lewis felt it necessary to get in touch with him, Dr. Brzezinski suggested
that the Ambassador contact Bob Pastor, NSC Senior Staff Member on
Latin American Affairs.

5 Torrijos also noted in the message that he was prepared to do the same in Panama.
¢ See footnote 4 above.
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40. Memorandum From the Chairman of the Joint Chiefs of
Staff (Brown) to Secretary of Defense Brown'

Washington, May 20, 1977

SUBJECT
Defense of the Panama Canal (U)

1. (S) It is the view of the Joint Chiefs of Staff that a new treaty
which modernizes the US-Panamanian relationship and provides a
basis for development of a friendly relationship between the two coun-
tries is of significant importance in insuring that the Panama Canal
will continue to be available to the United States when needed.

2. (S) After discussion and review of the US military interests in
the Panama Canal, the Joint Chiefs of Staff have determined that the
primary military concern is in use of the canal, not ownership. There-
fore, as a minimum, in order to provide reasonable assurance that
access to and security of the Panama Canal are protected in time of
war and peace, the United States and Panama should agree in the new
treaty to the following provisions:

a. That the United States will operate and have primary responsibil-
ity for the defense of the canal through 1999.

b. That there be established in the treaty a permanent joint US-
Panamanian guarantee that, upon termination of the new treaty, the
canal will remain open to all world shipping at reasonable tolls, without
discrimination, in accordance with specific rules of neutrality agreed
to in the guarantee and that Panama would take no action that would
hamper the efficient operation of the waterway.

c. That each country commits itself to protect and defend the canal
after the termination of US operation.

3. (S) It is critical to safeguarding US security interests that the
universally recognized historical precedent that the neutral character
of the Panama Canal is defined by treaty rules unique to the waterway
be perpetuated.

4. (S) With these minimum acceptable provisions, US military inter-
ests should be adequately protected by US defense rights and military
presence through 1999, a sufficiently lengthy period of time to assure

1 Source: Washington National Records Center, OSD Files, FRC: 330-80-0017, Pan-
ama 821 (Mar-15 July 1977). Secret. A stamped notation on the memorandum reads: “20
May 1977 Sec Def Has Seen.” Brown wrote on the memorandum on May 20: “ISA—
Please prepare forwarding + endorsing memo to NSC staff and negotiating team—I
understand that the negotiations are in general going in the way JCS suggest, and are
close to fruition.” Brown initialed the memorandum.
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the formation and institutionalization of the US-Panamanian partner-
ship essential to the long-term US use of the canal. After 1999, legal
and political arguments could be made to support a unilateral US
intervention in the event any nation, including Panama, threatened the
nondiscriminatory operation or security of the canal in time of war
or peace.

5. (U) The Joint Chiefs of Staff recommend that the views stated
above be conveyed to the US Negotiators by the Panama Canal Negotia-
tions Working Group in a memorandum substantially like that con-
tained in the Appendix.?

For the Joint Chiefs of Staff:

George S. Brown
Chairman
Joint Chiefs of Staff

2 Appendix attached but not printed. A “Statement of JCS views Concerning the
Defense of the Panama Canal” conveying the views stated in the Appendix draft memo-
randum and in this May 20 memorandum was forwarded to Bunker and Linowitz on
June 1 under a covering letter from Dolvin and Ford, who wrote that Defense “supports
and endorses the JCS views.” (Washington National Records Center, OSD Files, FRC:
330-80-0017, Panama 821 (Mar-15 July 1977)

41. Memorandum for the Files!

Washington, May 27, 1977

Subj: Meeting with Senators Byrd, Cranston, Ambassadors Bunker and Linowitz
and Curt Cutter on the PANAMA CANAL TREATY Negotiations

Ambs. Bunker and Linowitz briefed Majority Leader Byrd and
Senate Whip Cranston on the Panama Canal Treaty negotiations. They
indicated at the beginning of the conversation that agreement on major
points of the treaty could well be concluded within two to three weeks,
and felt it was important to begin briefing Senators on the key issues

! Source: Carter Library, Office of Congressional Liaison, Jeff Neuchterlein Subject
Files, Box 237, (Panama Canal Treaty Negotiations), 1/3/77-4/2/77 (CF, O/A 193). No
classification marking.



146 Foreign Relations, 1977-1980, Volume XXIX

of the treaty. Amb. Bunker described the major points of the agreement
to date, including lands and water, and most importantly, the neutral-
ity issue.

Amb. Linowitz then gave a more in depth description of neutrality
which was clearly the issue Senator Byrd was most interested in. After
describing the neutrality agreement, Senator Byrd asked a series of
questions concerning the defense of the Canal after the year 2000, as
well as the involvement of the Defense Dept in the negotiating process.
Amb. Linowitz told him that the Defense Dept was in perfect agree-
ment, and described in brief, the DOD program for defending the Canal
after the treaty expires. He stated that the DOD did not want or need
troops in the Canal Zone after the expiration of the treaty.

Senator Byrd explained he had been an original signer of the Thur-
mond Resolution,? but seemed generally pleased with the description
of the neutrality issue, which he agreed was the single most important
aspect of the treaty. Senator Byrd then suggested that a meeting be
convened the week of June 12 with Senate Armed Services, Foreign
Relations and Leadership positions in attendance. He specifically men-
tioned Senators Humphrey, Jackson, Stennis, Baker, Stone.? He directed
Senator Cranston to convene the meeting that week. The Ambassadors
then described the potential problems with the economic package to
be discussed next week, but insisted that the U.S. position would be
to avoid asking Congress for additional appropriations. Both Senators
Byrd and Cranston agreed that this would be very important to the
success of the treaty. The meeting ended on a very positive note.

AD:

At one point during the discussions Senator Byrd indicated that
the Senate would never have passed a treaty that did not include a
neutrality agreement as strong as the one that Ambs. Bunker and
Linowitz had negotiated. I read this to be an important sign of his
willingness to continue to listen and remain open on the issue.*

2 See footnote 15, Document 3.

3 Beckel wrote: “Eastland” in the right margin. According to telegram 141764 to
Panama City, June 18, Linowitz and Bunker met privately with Baker on June 15 and
Bunker, Linowitz, Alexander, Rogers and Dolvin briefed a group of senators assembled
by Byrd on June 16. In addition to Byrd, the following senators attended the June 16
meeting: Bellmon, Case, Cranston, Curtis, Eastland, Goldwater, Humphrey, Jackson,
Laxalt, Long, Sarbanes, Sparkman, and Tower. (National Archives, RG 59, Central Foreign
Policy File, D770218-0646)

4 At the end of the memorandum, Beckel wrote: “It was also suggested that at the
next briefing Gen. Brown accompany the negotiators.”
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42.  Memorandum From Secretary of State Vance to
President Carter'

Washington, May 28, 1977

1. PANAMA—You requested a review of the status of our negotia-
tions.? The current round of negotiations with Panama which began
May 9 continued this week and will resume in Washington May 31.3

All agreements reached so far in the round of negotiations are
tentative and contingent upon reaching overall agreement on all out-
standing issues.

As a result of agreements reached prior to this round as well as
during the discussions during the past three weeks, the two sides have
reached tentative agreement on the following issues:

Canal Zone and Canal Zone Government

The Canal Zone and the Canal Zone Government will cease to
exist at the beginning of a new treaty. During the first three years of
the treaty, all jurisdiction over the Zone will pass to Panama.* In turn,
Panama will grant use rights to the U.S. to operate and defend the
Canal. The jobs of the Americans (and Panamanians) who work for
the Zone Government will be phased out over the first three years of
the treaty.

Neutrality

The two countries shall jointly guarantee the permanent neutrality
of this canal (or any other canal to be constructed in Panama in which
the U.S. is a participant). Neutrality guarantees non-discriminatory
access and tolls to merchant and warships of all nations—even nations
that may be at war with the United States or Panama. We have told
the Panamanians that we shall interpret the treaty as giving us the

! Source: Carter Library, National Security Affairs, Brzezinski Material, Subject File,
Box 18, Evening Reports (State), 5/77. Secret.

2 In a May 25 memorandum to Todman, Sebastian informed him of Carter’s request
for an update on the current state of U.S.-Panamanian negotiations, to be sent to S/S-S
by close of business May 27. (Department of State, Principal and S/S Memoranda for
1977, Lot 79D31, Box 2, S/S Memoranda April-June 1977)

3 A total of 11 meetings were held during the May round of negotiations. All but
the first two sessions were held in the Deputy Secretary of State conference room.
Dolvin’s updates and interim reports on the May round are in the National Archives,
RG 218, Records of Chairman George S. Brown, Box 48, 820 (Panama) Bulky 1 Jan 1976—
31 May 1977. Memoranda of conversation for the final two meetings held May 26 and
27 are in the National Archives, RG 185, Subject Files of the 1979 Panama Canal Treaty
Planning Group (1950-1980), Box 3, U.S. Negotiating Team—Washington, D.C.

4 Carter underlined: “all jurisdiction over the Zone will pass to Panama,” and wrote
in the right margin: “should be worded in language acceptable to U.S. Public.”
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freedom to take whatever steps are necessary to meet any threat to the
neutrality of the Canal.®

Defense

During the life of the new treaty the United States will have all
the necessary rights to defend the Canal® with growing Panamanian
participation in defense arrangements.

The United States will turn over to Panama by the end of the treaty
all military bases in Panama. Some bases will probably be turned over
in the early years of the treaty, others will be retained until the end.”

Life of the Treaty
The treaty will last until December 31, 1999.
Agency to Run Canal

The Canal will continue to be operated by a U.S. Government
agency.® The agency will hire more Panamanians (75% of employees
are currently Panamanian) at all levels (but the jobs of U.S. citizen
employees will be secure). The agency will be run by a policy level
board of 4 Americans and 3 Panamanians. (Appointed by the U.S.)
The Administrator of the Agency will be American until 1990° and
after that Panamanian.

Lands and Waters

Well over half of the land of the Canal Zone will be turned back
to Panama. A joint Panamanian-American public authority will be set
up to operate the ports and the railroad.

The U.S. Government agency that operates the Canal will adminis-
ter housing of its U.S. citizen employees.

Although several details remain to be concluded on some of the
above issues, the last major issue—payments to Panama for the Canal
(called economic benefits)—will be the major subject of next week’s
discussions. We currently pay $2.3 million a year. We will probably
offer $35 to $40 million per year. They will probably ask for much
more. These payments are to come from the Canal tolls. The need for
some increase in tolls is anticipated.'®

5 Carter underlined “whatever steps are necessary to meet any threat to the neutral-
ity of the Canal” and wrote “spell out clearly” in the right margin.

6 Carter underlined: “all the necessary rights to defend the Canal.”

7 Carter underlined this sentence and wrote: “at whose discretion?” in the right
margin.

8 Carter underlined “U.S. Government agency” and wrote “express clearly” in the
right margin.

9 Carter underlined “1990” and wrote in the right margin, “Why change before
2000?”

10 Carter wrote in the right margin: “I need data on tolls now collected, & operating
expense, & payments to Panama.”
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If the Panamanians are realistic on the economic benefits, concep-
tual agreement on all outstanding issues is possible within the next
three weeks and before the OAS General Assembly.!! Thereafter treaty
drafting will be undertaken based on the agreements reached. The
American and Panamanian negotiators, by mutual agreement, are
refraining from disclosing any details of agreements reached during
this round of talks.'?

[Omitted here is information unrelated to Panama.]

11 The OAS met from June 14-17 in Grenada.
12 Carter wrote in the right margin: “Cy—How much consultation with Congress?”

43. Memorandum From Robert Pastor of the National Security
Council Staff to the President’s Assistant for National
Security Affairs (Brzezinski)'

Washington, May 31, 1977

SUBJECT

National Committee for a Canal Treaty

Representative Solarz has responded to your earlier letter? express-
ing a greater sense of urgency that this is an idea—to set up a National
Committee—whose time has arrived.?

I suggest you might want to raise this issue in your next luncheon
with Secretaries Vance and Brown. As candidates for the Chairmanship
of such a National Committee, I would recommend Admiral Zumwalt,*
Melvin Laird, or Donald Rumsfeld.

I Source: Carter Library, National Security Affairs, Staff Material, North/South, Box
39, Pastor, Country, Panama, 4-6/77. Confidential. Sent for action.

2In an April 22 letter to Solarz, Brzezinski responded to a March 30 letter in which
Solarz recommended the creation of a prestigious national committee to support and
legitimize the new treaty. (Carter Library, National Security Affairs, Staff Material,
North/South, Box 39, Pastor, Country, Panama, 4-6/77)

5 In a May 13 letter to Brzezinski, Solarz urged the creation of a National Committee
for a new treaty with Panama. (Ibid.)

4 See footnote 4, Document 14.
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RECOMMENDATIONS

1. That you send the letter at Tab 1.5
Approve Disapprove

2. That copies of your correspondence be forwarded to Ambassa-
dors Bunker and Linowitz.®

Approve Disapprove
3. That you raise this subject with Secretaries Vance and Brown.”
Approve Disapprove

5 Not attached. Brzezinski checked the approve option. Brzezinski’s response, dated
May 31, thanked Solarz for his letter and ideas. (Carter Library, Office of the Chief of
Staff, Hamilton Jordan’s Confidential Files, Box 36, Panama Canal Treaty, 6-7/77) No
classification marking.

6 Brzezinski checked the approve option. In a June 2 memorandum, Inderfurth
informed Jordan that copies of Brzezinski’s correspondence with Solarz had been sent
to Bunker and Linowitz. (Ibid.) In a June 17 letter to Brzezinski, Linowitz expressed his
support for the committee idea and reminded Brzezinski that they had brought it up
with Carter and that Linowitz had raised the idea with Vance. Linowitz concluded:
“Ellsworth Bunker shares my feeling that such a committee would be highly useful and
timely, and I would be pleased to discuss it with you anytime you say.” (Carter Library,
National Security Affairs, Staff Material, North/South, Box 39, Pastor, Country, Panama,
4-6/77)

7 Brzezinski checked the approve option and wrote: “Bring in Ham Jordan.” Inder-
furth wrote: “Done. RL.” At the bottom of the memorandum, Inderfurth wrote: “Do you
want Hamilton brought into this? He is also considering how—politically—to get the
treaty ratified + is preparing a memo to the Pres. on this + related topics. Rick.” According
to a July 9 memorandum from Aragon to Butler, Carter authorized a Citizens Committee
and Aragon outlined a plan of action in response. (Carter Library, Office of the Chief
of Staff, Landon Butler’s Subject Files, Box 118, Panama Canal Binder (CF, O/A, 740))
On August 8, Aragon sent a memorandum finalizing details of the Committee to Butler
and Jordan. (Ibid.)
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44. Memorandum From Acting Secretary of State Christopher to
President Carter'

Washington, June 1, 1977

Panama Negotiations. When the talks resumed yesterday after the
Memorial Day weekend, the Panamanians said they needed to return
to Panama for consultations with Torrijos on significant agreements
reached thus far but subject to his approval. Both sides agreed that
this round is in recess only, and will resume about June 11-12. During
the recess, U.S. and Panamanian specialists will continue work on the
details of the lands and water issues.

During Tuesday’s session,” Bunker and Linowitz cautioned the
Panamanians that premature disclosure by Torrijos of the critical nego-
tiating details of this round would be harmful. At the conclusion of
the session, the Panamanians accepted our assessment that “broad
agreement” exists between the two sides on the shape of a treaty.
However, they hedged by saying that the agreements arrived by the
negotiators on individual issues hinge on a “package” agreement on
all issues (a hedge we also maintain), and that the major issue of U.S.
payments to Panama during the new treaty’s lifetime remains to be
discussed.?

The answers to the questions you raised in the margin of Cy’s May
28 report* are in preparation for Cy’s review on his return.

[Omitted here is information unrelated to Panama.]

1 Source: Carter Library, National Security Affairs, Brzezinski Material, Subject File,
Box 18, Evening Reports (State), 6/77. Secret. Carter initialed the memorandum and
wrote: “[name not declassified].” From May 28 to June 2 Vance was in Paris attending the
Conference on International Economic Development.

2 See footnote 3, Document 42.

5 Carter wrote in the left margin: “We need a full NSC meeting before final US
position is made.”

4See Document 42.
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45.  Briefing Memorandum From the Assistant Secretary of State
for Congressional Relations (Bennet) to Secretary of State
Vance'

Washington, June 3, 1977

TO
The Secretary

Panama Strategy

I have been working closely with a White House group, including
NSC staff, Frank Moore, Jody Powell, Landon Butler and sometimes
Hamilton Jordan, on Congressional and public relations strategy for
the Panama negotiations.

In anticipation of press leaks, we began briefings on the Hill last
week and will continue in the week ahead. Senator Byrd believes
the defense provision we have negotiated will make the Treaty much
more saleable.?

We have developed a detailed schedule of tactical steps for selling
the Treaty, once the agreement is signed. We consider it critical that
the Treaty be submitted to the Senate before the August recess so that
(a) Members will have solid arguments in favor of it before they return
to their constituencies for the August recess and (b) so the Members
can complete action before the 1978 election year.

1 Source: National Archives, RG 59, Central Foreign Policy File, P770103-1995.
Limited Official Use. Vance’s initials are stamped on the memorandum.

2See Document 41.

46. Memorandum From the Chief of the Latin American
Division ([name not declassified]) to Director of Central
Intelligence Turner

Washington, June 7, 1977

[Source: Central Intelligence Agency, Office of the Director of Cen-
tral Intelligence, Job 80M00165A, Box 14, Folder 12: P-17: Panama
010177-311277. Secret. 2 pages not declassified.]
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47.  Memorandum From Secretary of State Vance to
President Carter'

Washington, June 7, 1977

[Omitted here is information unrelated to Panama.]

3. Panama Canal Negotiations: Panama has informed us that its dele-
gation is returning to Washington late June 7 to resume this round of
negotiations. Ambassadors Bunker and Linowitz plan to meet with the
Panamanians commencing June 8.

You may have noted press reports concerning demonstrations in
Panama June 6.> Demonstrators took down an American flag which
was flying jointly with a Panamanian flag near the Canal Zone-Panama
border. The flag was subsequently turned over to our authorities by
the Panamanian National Guard which had moved in briskly. No
injuries or damage occurred.®> A second smaller demonstration that
evening at the Embassy was peaceful.* Both demonstrations protested
Panama’s high cost of living and commemorated the 1966 shooting of
a Panamanian student.

Before I left for CIEC,” you made a number of marginal comments
in my evening report concerning the Canal talks.® I will provide
answers to these by the end of the week in connection with outlining
the tentative agreements which have been reached to date.”

1 Source: Carter Library, National Security Affairs, Brzezinski Material, Subject File,
Box 18, Evening Reports (State), 6/77. Secret. Carter initialed the memorandum and
wrote: “To Cy.”

2 Presumably a reference to June 6 Associated Press report printed in the New York
Times, June 7, 1977, p. 8.

5 In telegram 4070 from Panama City, June 6, the Embassy summarized the events of
this demonstration. (National Archives, RG 59, Central Foreign Policy File, D770201-0763)

4 In telegram 4084 from Panama City, June 7, the Embassy summarized the events of
this demonstration. (National Archives, RG 59, Central Foreign Policy File, D770202-1059)

5 Vance attended the Conference on International Economic Development in Paris
from May 28 to June 2.

¢ See Document 42.

7 Carter wrote in the left margin: “Ok—There is no way we can make high
payments.”



154 Foreign Relations, 1977-1980, Volume XXIX

48. Memorandum From the President’s Assistant for National
Security Affairs (Brzezinski) to President Carter!

Washington, June 7, 1977

SUBJECT

Panama

Here is the information you requested on Panama Canal operating
expenses and revenues.” Also included in this report is information on
payments to Panama.

Besides tolls, Panama Canal operating revenues are drawn from
Canal supporting activities, administrative operations and Canal Zone
Government activities many of which will not be performed under the
new treaty by the Canal operating agency. Operating expenses include
the net cost of the Canal Zone Government which will disappear at
the treaty’s start.

REVENUES?
(U.S. $ Millions)
Fiscal Year Tolls Other Total
1976 135.0 115.1 250.1
Transition Quarter 34.5 30.4 64.9
1977 (Estimate) 166.6 122.7 289.3
1978 (Estimate) 177.6 134.7 312.3
EXPENSES
(U.S. $ Millions)
Fiscal Year Expenses
1976 256.7
Transition Quarter 66.6
1977 (Estimate) 284.5
1978 (Estimate) 303.3

! Source: Carter Library, National Security Affairs, Brzezinski Material, Country
File, Box 60, Panama, 1-10/77. Secret. Carter initialed the memorandum and wrote:
“Zbig—Does House have to approve property Xfers as Rhodes mentioned?”

2 See footnote 10, Document 42.

8 Carter wrote in the left margin: “There is 1o way we can approve payment above
profits to Panama as we return the Canal Zone to them.”
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The Panama Canal Company is currently required by statute to
pay interest to the Treasury on the net direct investment of the United
States in the Canal (the expense totals above include these interest
payments). This obligation is estimated to be $20 million in Fiscal Year
1978. However, the Panama Canal Company may exercise the right to
defer payment to the Treasury of the interest payment to the extent of
any net operating loss.

Toll rates currently charged are:

a. Merchant vessels, Army and Navy transports, tankers, hospital ships
and yachts—$1.29 per net vessel ton of 100 cubic feet of actual earn-
ing capacity.

b. Vessels in ballast—$1.03 per net vessel ton.

c. Other floating craft—$0.72 per ton of displacement.

As for payments to Panama, the United States under its current
treaty obligations pays an annuity of $2.3 million.

The above information was provided by the State Department.
Other information on the Canal, which you requested in response to
Secretary Vance’s Evening Report of May 28,* will be provided shortly.

4 See Document 42.
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49. Memorandum of Conversation'

Washington, June 10, 1977, 3:15 p.m.

SUBJECT

U.S.-Panama Relations

PARTICIPANTS

Panama
Ambassador to the United States Gabriel Lewis Galindo

United States

The Secretary

Ambassador William J. Jorden
Minister S. Morey Bell

David G. Wagner (notetaker)

Ambassador Lewis immediately addressed the details of the nego-
tiations and made the following points:

1. A stipulation that American employees will be rotated back to
the United States after five years in Panama should be written into the
new treaty. (Note: The current proposal calls for rotation according to
the regulations of the Department of Defense.)

2. Panama wants the right to be able to choose the three Panamanian
members of the Entity’s Board of Directors.

3. Since the United States has the right to go back into Panama
under the terms of the neutrality treaty, the right of priority transit of
United States warships in times of war or emergency is superfluous
and should be dropped as a negotiating question.

The Secretary expressed his pleasure with the May round of the
negotiations.? He was, however, disturbed by some of the additions
Panama wanted to make because he feared that the progress already
made in the talks could be lost.

On the question of economic arrangements, Lewis stated that it
would be very difficult to raise the toll rates to pay for the package.
Ecuador and Peru especially would be disturbed. Panama needs a large
economic package because it wants to become a developed country
with the help of the United States. It wants to be able to count on
the United States in this effort and therefore wants provisions for

! Source: Department of State, Records of Cyrus R. Vance, 1977-1980, Lot 84D241,
Box 10, Nodis Memcons 1977. Secret; Nodis. Drafted by David G. Wagner (ARA /PAN)
on June 14; cleared in ARA/PAN, ARA, and S/S; approved by Twaddell on June 23.
The meeting took place in Vance’s office.

2 See Documents 36, 38, and 39.
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development support written into the treaty. Moreover, there are cer-
tain aspects of the Canal’s operation which lose money. If Panama is
not a developed country when it takes over the Canal, it will not have
the money to cover these losses.

The Secretary replied that Panama’s economic arrangements pro-
posal “is not in the ballpark.” To turn over the Canal and also to give
Panama a large sum of money also would drive the Congress up the
wall. We have relationships with many other countries in which their
development is generously funded on a case-by-case basis. We can
handle projects for Panama on a case-by-case basis, but a large lump-
sum payment is out of the question.

The question of economic arrangements highlights our political
problems with the treaty in this country, he said. This afternoon we
were barely able to block a surprise amendment in Congress which
would have stopped the negotiations altogether.®> The Executive’s
course of action on the Panama treaty is not popular in the United
States, and there will be similar amendments in the future.

On the matter of human rights, the Secretary expressed satisfaction
with Panama’s decision to allow many exiles to return to Panama.*
Anything that Panama can do in this regard is helpful to us on the
Hill, since the opponents are using human rights as a weapon.

Lewis told the Secretary that, after the talks move a little farther,
he would like to fly back to Panama to talk with General Torrijos. He
asked if he could meet with the Secretary again before he leaves so
that he can carry the Secretary’s views back to the General. The Secre-
tary agreed, since the negotiations’ momentum must be maintained.”

In closing, the Secretary stated that he looked forward to having
breakfast with Foreign Minister Gonzalez-Revilla at the upcoming OAS
General Assembly in Grenada.®

3 A reference to an amendment Representative Marion Snyder (R-KY) offered on
June 10 to H.R. 7556, which made appropriations for the Departments of State, Justice,
Commerce, the Judiciary, and related agencies for FY 1978. His amendment introduced
the following new section to Title I of the bill, which dealt with State Department
appropriations: “SEC. 105. None of the funds appropriated herein may be used to
implement any new treaty with the Republic of Panama, which surrenders or relinquishes
United States sovereignty over and control of the Canal Zone and Panama Canal.” After
lengthy discussion, which included a phone call from Vance urging the House not to
adopt the amendment, a recorded vote was refused and the amendment was rejected.
(Congressional Record, vol. 123, Part 15, June 7, 1977, to June 14, 1977, pp. 18383-18398)

4 On May 26, Torrijos announced in a published letter that a group of Panamanian
exiles would be allowed to return. His letter was accompanied by a list of 51 exiles
cleared for return. See telegram 3833 from Panama City, May 27, in the National Archives,
RG 59, Central Foreign Policy File, D770190-0621.

5 No record of the meeting has been found.

6 The OAS met from June 14-17 in Grenada. Vance met with Gonzalez-Revilla on
June 15. See Document 52.
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50. Memorandum From the President’s Assistant for National
Security Affairs (Brzezinski) to President Carter!

Washington, June 13, 1977

SUBJECT

Your Question on Panama

Your note on my memorandum of June 72 asked if the House must
approve any property transfers involved in a new treaty, as Rhodes
mentioned. The Executive Branch has taken the position, and so testi-
fied before Congress, that since treaties are the supreme law of the
land, they are as valid a way to transfer property as legislation; and
no legislation is required. Some members of the House, especially the
subcommittee of the Merchant Marine and Fisheries Committee with
jurisdiction over the Canal, have contested that view. Provided the
Executive Branch can sustain the principle, whether or not the House
is in fact involved in the property transfer question becomes a matter
of tactics.

To insure that the House Committee does not lose jurisdiction—a
point which caused problems in 1967 treaty drafts—we have secured
agreement with Panama that the new Canal operating entity will be
an agency of the U.S. Government. The House Committee would retain
jurisdiction over tolls, labor relations and the like.

Your other notation—that under a new treaty the U.S. cannot give
Panama payments exceeding profits generated by Canal operations—
accords with our negotiators’ current instructions. There is likely, how-
ever, to be hard bargaining on that point. I have conveyed your concern
on that score to the negotiating team.

! Source: Carter Library, National Security Affairs, Brzezinski Material, Country File,
Box 60, Panama: 1-10/77. Secret. Sent for information. Carter initialed the memorandum.

2 See Document 48.
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51. Letter From Senators Thurmond, McClellan, Helms, and
Byrd to President Carter’

Washington, June 15, 1977

Dear Mr. President:

We are enclosing a most important letter from four former Chiefs of
Naval Operations who give their combined judgement on the strategic
value of the Panama Canal to the United States.?

We think you will agree that these four men are among the greatest
living naval strategists today, both in terms of experience and judge-
ment. Their letter concludes:

“It is our considered individual and combined judgement that you
should instruct our negotiators to retain full sovereign control for the
United States over both the Panama Canal and its protective frame,
the U.S. Canal Zone as provided in the existing treaty.”

We concur in their judgement and trust you will find such action
wholly consistent with our national interest and will act accordingly.

Sincerely,

Strom Thurmond
uss

Jesse Helms
uss

John L. McClellan
uss

Harry F. Byrd, Jr.
uss

! Source: Carter Library, Office of the Chief of Staff, Hamilton Jordan’s Confidential
Files, Box 36, Panama Canal Treaty, 6-7/77. No classification marking. A stamped
notation reads: “The President has seen.” Carter wrote on the top of the letter: “To
Ham—To Zbig—Prepare congressional answers. These papers are the arguments we
must prepare to answer.”

2 The letter from Robert B. Carney, Arleigh A. Burke, George Anderson, and Thomas
H. Moorer, dated June 8, is attached but not printed.
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52. Memorandum of Conversation!

Grenada, June 15, 1977

Participants

u.s. PANAMA

Secretary Cyrus Vance Foreign Minister Gonzalez-Revilla
Under Secretary P. Habib Ambassador de la Rosa

Assistant Secretary Todman Ambassador Nander Pitty

Ambassador McGee
Mr. Hodding Carter, III
Mr. Mark Dion (Notetaker)

Panama Negotiations; OAS General Assembly—Joint Statement

Minister Gonzalez-Revilla began by expressing appreciation for
President Carter’s personal interest in the negotiations. Its result is a
nearly complete agreement on major issues. The type of entity and its
components are under study, such as the manner of appointments of
directors and Panama’s part in Canal operations. Panama has promised
that the United States will have clear control of the entity through the
last phase of the Treaty. It will not retreat from that compromise. But
it wants a clear understanding about the increasing participation of
Panama in the last stages. This is not a question of goodwill but of
clear need for an agreement. The residents of the Canal Zone are
involved. Panama has made a commitment about their future. At the
table, the Panamanian negotiators are working to fulfill the promise
regarding their jobs but Panama needs to have an undertaking about
the training of its nationals.

Economic issues remain to be resolved. Panama has received mes-
sages from the United States and understands its political problems.
Next week, in the meetings of the experts,? the economic question
should be separated from the political process of ratification. Panama

1 Source: National Archives, RG 59, Central Foreign Policy File, P770115-2347.
Confidential. Drafted by Mark Dion (USOAS) on June 16 and approved by Twaddell
on June 29. The meeting took place during breakfast.

2 A reference to a series of meetings on financial aspects of the treaty held in
Washington. After negotiations abruptly halted on June 17 in Washington, Panama’s
negotiators returned to Panama for consultations with Torrijos. Negotiations resumed
June 23 in Washington. On June 24, Barletta made Panama’s initial presentation on
the issue of economic benefits. Panama presented a three-part proposal for economic
arrangements covering the period of the treaty: (a) a one-time lump sum payment of
$1.02 billion at the treaty’s start; (b) annual payments of $300 million for the life of the
treaty to support Panama’s development; and (c) $50 million for military assistance of
the life of the treaty to support Panama’s role in the canal’s defense. (Background Paper
on Panama Canal Negotiations; Washington National Records Center, IA Region Files,
1974-1979, FRC: 330-87-0068, 1977 Dolvin-Alexander Panama Canal Treaty Negotiation)
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wants to discuss the economic issues on their merits and reach a meet-
ing of minds on the subject which later can be made politically feasible.

Secretary Vance replied to the Foreign Minister’s opening remarks
by saying that he thought most of the major problems could be resolved.
The question of directors’ appointments, for instance, was not a serious
longrun problem. On participation of Panamanians in the Canal opera-
tions, the Secretary said the United States Government understands
the position stated by the Foreign Minister. But it recognizes language is
required over and above a statement of goodwill. This too the Secretary
thought could be worked out. He said the Foreign Minister showed
sensitivity to the problem of Canal Zone citizens, a sensitivity to the
problem of ratification. This too can be worked out, the Secretary felt.
Economic issues now have been raised. This is a tariff problem. There
can be no payment outside the Canal revenue. The Secretary had made
this clear to the Panamanian Ambassador this week.? Projects on their
own, economically feasible projects, can be discussed by the experts
next week but the distinction must be recognized. Financing of such
projects would come from increased Canal tariffs. We assume that
additional revenues will be available to Panama as a result of the Treaty.

Foreign Minister Revilla said he would speak very frankly. He had
sat in on the discussions in Panama in preparation of the economic
issues. He had his doubts about the level at which this problem could
be settled. The point was to lay good groundwork now, to understand
the rationale on both sides, to understand what is behind the U.S. point
of view, and what is behind Panama’s point of view. This is a critical
point. The economic help provided by the United States is related in
a reverse way to the question of ratification in Panama. If it would be
difficult for the U.S. to reach the high figure, it would be difficult
for Panama to accept a small amount. Panama requires a political
justification to be made. The Panamanian Government requires a politi-
cal justification for the people of Panama, just as the United States
needs a political justification for its ratification of the Treaty. Not too
many preconditions should be set for these negotiations. There should
be a broad look at the entire question.

Secretary Vance said it was important to understand specifics. The
GOP’s expert is coming to Washington for a meeting on this question.*
The object is to get the facts, study them and understand the nature
of the problem. If necessary we could consider the higher level but
only if we had the details. We need the facts first. Ambassador Rosa
said it was really not possible to separate economics from the political

% See Document 49.
4 Presumably a reference to Barletta. See footnote 2 above.
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aspects of the negotiations. When the Canal tolls were fixed sixty years
ago it was a political decision to favor U.S. transit to and from the
west coast. The economic aspects on that occasion were secondary.
Considering political over economic issues is not a promising approach.
A fresh start is needed. Tolls cannot be the basic issue.

Secretary Vance said the raising of tolls substantially would
obviously be of interest to the other OAS countries who are attending
this meeting. An excessive increase would be of political concern to
other users. This is a political fact of life.

Mr. Habib said the economics of running the Canal must be taken
into account as well. This is one of the issues that the experts will
discuss next week. Ambassador Rosa said if we deal only with tolls,
we are lost. Secretary Vance said it would be necessary to take a fresh
look at the whole question of economic cooperation. That is why the
experts are meeting in Washington next week. Prime Minister Gonza-
lez-Revilla said he was encouraged that the Secretary was willing to
take this broad look. Political aspects are important but it is necessary
to begin with the economic rationale and then to go to the political
aspects to reach a consensus. Ambassador Todman said a distinction
had to be made between economic projects that can be fully justified
and compensated from Canal revenues. For political reasons, it would
be impossible for us to seem to be paying to give away the Panama
Canal. Ambassador McGee noted that Foreign Minister Gonzalez-
Revilla already understands the Washington climate. He has been here
for a number of years. He recognizes that in the Senate giving the
Canal back and paying too would be unacceptable.

Gonzalez-Revilla, in response to Secretary’s question, said the Min-
ister of Planning for Panama, Mr. Barletta, will be coming to Washing-
ton next week. He is a moderate person. Gonzalez-Revilla sat in on
preparatory talks on the economic issue. He knows a lot of work has
gone into it and it is based for the first time on the Canal revenue
figures which Panama has never seen before. He suggested that a
formula would have to be found for Panama’s participation in the
operation of the Canal.

Secretary Vance said that there are constraints on our ability to
phase in Panamanian participation. Current employees of the Canal
Company must be considered. Gonzalez-Revilla said that Panama
accepts the fact that the new Panama Canal entity will be U.S. run. It
will have seven directors, four U.S. citizens, three Panamanians. It is
difficult for the United States to accept that Panama should appoint
its own directors but the Secretary as a corporate lawyer must realize
that majority rules in a corporation. The United States will still run the
entity with four U.S. directors, but the Panamanian directors must be
appointed by Panama.
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Secretary Vance said he recognizes that difficult problems are
ahead, but they can be resolved with good faith and flexibility. Gonza-
lez-Revilla said Panama would do its utmost to reach a treaty as soon
as possible. He has been instructed to remain in Washington for these
negotiations.

Secretary Vance said that time is indeed important but the ratifica-
tion process is time consuming. We would like to see the Senate act
this year before a new election campaign begins.

Ambassador Todman said we do not want to see a renegotiation.
After aninitial agreement is reached, when clauses have to be addressed
for a second or third time, this would be a step backward the Secretary
said. Ambassador Todman said that neutrality had been a problem
that we thought had been solved and then suddenly we heard that
there where more problems and now these have been worked out.
Gonzalez-Revilla said that Panama had been at a disadvantage because
the negotiations were in Washington. There were to be negotiations ad
referendum. It was difficult to manage these from Panama. Neutrality
is probably the highest price paid thus far in the transaction. It was
clear that without it no treaty could be concluded. It was a hard decision
to come to terms. Panama now expects the United States to make
hard decisions.

OASGA Statement:

Foreign Minister Gonzalez-Revilla said that ratification would be
a very difficult process on both sides. The grounds clearly would be
opposite. Today Panama begins the process of ratification, the process
of selling ratification to the people of Panama. It has adopted a cautious
line. It is anxious not to blow things out of proportion. There will be a
plebiscite in Panama. A vote for or against the treaty and its alternative.
Today the Government of Panama has begun to present a case to the
people to allow them to reflect on their responsibilities. The Govern-
ment of Panama will try to separate the issue of the Canal Treaty
from the internal political problems which Panama faces. An objective
presentation, of course, is good but it would be difficult to sell the Canal
Treaty to the people of Panama if they thought it was too favorable to
the U.S.

Secretary Vance said that if the statement of Panama to the General
Assembly was excessively negative it would give support to the ene-
mies of the Treaty in our Congress. Last week in the House we faced an
amendment aimed at hamstringing the negotiations.> We marshalled
forces to avert passage of this amendment and it was defeated. It is a

5 See footnote 2, Document 49.
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difficult process but an excessively negative statement will have a bad
effect in the United States. Ambassador Todman said that talk about
a great victory raises doubts in both countries. The way to achieve the
treaty is the way that the United States has attempted to approach this:
on the grounds that both parties will benefit from the new treaty. It is
bad to talk of victory and joint statements help to show common
purpose.

Secretary Vance said we had made progress toward educating a
large segment of the American people who have doubts about the Canal
Treaty. Talk of a great victory for Panama could turn that educational
process around. He asked Ambassador McGee to speak to this topic.

Ambassador McGee said that Foreign Minister Gonzalez-Revilla
had much experience with the U.S. Senate. He knew that in the Senate
there were a hundred Secretaries of State. Some combed the record to
find statements made in Panama that would be embarrassing to the
United States. They speak for people who favor reckless statements.
We do not have a two-thirds majority for the treaty now. Ambassador
Pitty and Ambassador McGee will not make speeches in the OAS, of
course, but it is necessary to avoid speeches in both countries claiming
victory for either side.

Ambassador Todman said that he had detected a great deal of
optimism in Latin America over the progress made toward the treaty.
This is not a US-Panama question alone. The Latin American countries
are vitally interested and pleased at the reports of progress. Too nega-
tive a statement will affect international opinion and retard this process.
Gonzalez-Revilla said his statement would not be extremely negative.
It will give credit to the Carter Administration for its efforts to negotiate
a treaty. More progress has been made in the last few months than in
many years. But public opinion in Panama has suffered from many
ups and downs. The only responsible way to make a joint statement
is to sign the treaty jointly.

Secretary Vance said the United States was not anxious for a joint
statement. Gonzalez-Revilla said he would send the Secretary a copy
of his statement in advance for him to consider and prepare a similarly
balanced statement for the U.S. side.

When Kissinger signed the Eight Principles in Panama in 1974
there were very high hopes.” These hopes were then frustrated and

¢ Panama delivered its statement at the OASGA in Grenada on June 15. For a
translated text of the statement, see telegram 6013 from the Department, June 16, in the
National Archives, RG 59, Official and Personal Files of Ambassador at Large Ellsworth
Bunker, Lot 78D300, Box 6, Panama Panamanian Papers.

7 A reference to the Tack-Kissinger principles of February 7, 1974. See footnote 10,
Document 3.
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there was great disappointment. Secretary Vance said he understood
the need to be cautious but that it was also necessary not to be negative.
The general atmosphere is very important to the negotiations. He men-
tioned the incident of rioting last week.® This has a negative impact
on the climate. Both sides must be careful to prevent such incidents.

The Foreign Minister agreed, but said that the economic situation
in Panama is not good. A joint statement would help Panama today
because it would encourage economic conditions in the private sector,
but later the credibility of the Government of Panama would suffer if
the Treaty was not forthcoming. Panama does not want to risk its
credibility on a joint statement. Secretary Vance said the United States
was not interested in a joint statement, it was not pressing for a joint
statement. Gonzalez-Revilla said the Government of Panama was run-
ning out of explanations. It has been given the run-around for eight
years. The government of General Torrijos promised to carry the flag,
to achieve a new Canal Treaty but last week the students were relatively
restrained in their demonstrations. That surprised the Government of
Panama as well. The problem is, frankly the students don’t believe in
the Government anymore. The Government has asked the people to
give it one more year; and is working hard to achieve the new Treaty.
Secretary Vance said the US is working hard too.

8 Presumably a reference to nonviolent student demonstrations against the U.S.
presence in the Canal Zone held in Panama City and Colon on June 6. In telegram 4070
from Panama City, June 6, the Embassy summarized the events of the demonstration.
(National Archives, RG 59, Central Foreign Policy File, D770201-0763)

53. Memorandum of Conversation’

Washington, June 16, 1977

SUBJECT
Briefings for Senators on Panama Canal Negotiations

Fourteen Senators attended the briefing by Ambassadors Bunker
and Linowitz organized by Senator Robert Byrd in his office on June

1 Source: National Archives, RG 59, Official and Personal Files of Ambassador at
Large Ellsworth Bunker, Lot 78D300, Box 3, Panama, Congress. Confidential. Drafted
by Guthrie on June 29. The meeting took place in Byrd’s office.
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16.2 Senators present besides Byrd were Bellmon, Case, Cranston, Cur-
tis, Eastland, Goldwater, Humphrey, Jackson, Laxalt, Long, Sarbanes,
Sparkman and Tower. Army Secretary Alexander, Army Chief of
Staff General Rogers, and General Dolvin represented the Defense
Department.

The meeting was productive in clarifying issues that will be key
to Senate approval of a treaty. The whole spectrum of Senate sentiment
on the Panama question was represented. In general, treaty supporters
had few questions or comments. Discussion focused on problem areas
and addressed questions raised by those skeptical or opposed to a
treaty. Highlights included Senator Jackson’s commentary on neutrality
and Senator Goldwater’s strong expression of support for treaty revi-
sion. General Rogers was effective in explaining the defense implica-
tions of a new agreement.

After a brief introduction by Senator Byrd, who noted that the
Senate’s constitutional role included advice as well as consent on trea-
ties, Ambassadors Bunker and Linowitz reviewed agreements reached
to date and issues still pending. In the subsequent discussion:

Senator Jackson, noting the history of the SALT I agreement, empha-
sized the importance of having U.S. rights under a neutrality agreement
set forth in the treaty in language “which a fourth-grader could under-
stand”. Jackson made clear that he understood the difficulty of making
the U.S. right to take action against Panama too explicit. However, his
initial reaction was that the neutrality language “was not good enough”,
and he was skeptical about relying on the negotiating record as a basis
for unilateral U.S. action against Panama. After further discussion, he
said he would defer judgement pending a look at the full text of the
neutrality agreement, including the specific neutrality rules. He also
advised that joint defense arrangements under a new treaty be written
to provide the United States with the flexibility needed to act as it
deemed necessary.

At the same time, Jackson firmly supported treaty revision. He
noted the dubious origin of the 1903 Treaty,® the history of racial
discrimination in the Canal Zone, and the vulnerability of the Canal
to sabotage.

20n June 23, Bunker and Linowitz provided a similar briefing for 10 freshmen
Senators. Schmitt commented on the difficulty of explaining a new Panama Canal treaty
to his constituents. Cranston remarked that many Senators faced this problem and it
was “important to point out to the people at home that the U.S. interest was not in
operating or owning the Canal but in being able to use it.” The memorandum of conversa-
tion of that briefing is in the Carter Library, National Security Affairs, Staff Material,
North/South, Box 39, Pastor, Country, Panama, 4-6/77.

3 The Hay-Bunau-Varilla Treaty is discussed in Document 3.
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Senators Curtis, Long, Tower, and Eastland all expressed strong reser-
vations or outright opposition to a new treaty. Long was the most
outspoken. He expressed apprehension over the consequences for U.S.
foreign relations if a treaty were rejected by the Senate and urged the
Administration to be sure it had the votes before submitting a treaty.
He said that he could not support a treaty and thought that we had
made a mistake in following a policy of concessions to Panama begin-
ning with the agreement to fly the Panamanian flag in the Canal Zone
in the early 1960’s.* His opposition was partly due to the feeling that
the Canal Zone was United States territory, and he listened closely
(though remaining skeptical) to Ambassador Linowitz” explanation of
the special status of the Zone.

Senator Tower asked several questions about the degree of U.S.
control over operation and defense during a new treaty. He observed
that Senator Jackson’s reservations would seem mild compared to many
that would be raised in the Senate.

Senators Eastland and Curtis both questioned the need to negotiate
a new treaty. Curtis saw no reason to make concessions to Panama and
was concerned that an agreement made with the Torrijos Government
would not be honored by future regimes.

Senator Goldwater, responding to Senator Curtis, said that he had
changed his position at least 150 if not 180 degrees. As he saw it, with
the War Powers Act’ in effect, it would be very difficult for the U.S.
to take necessary action to protect the Canal if relations with Panama
deteriorated. Under these circumstances, concessions to Panama to
ensure a friendly environment for the Canal were essential.

Responding to questions about the military’s views, General Rogers
stated that the Joint Chiefs supported the neutrality agreement and
were satisfied that the necessary lands and waters would be available
for defense of the Canal. He also carefully explained the difficulties
that would be encountered in keeping the Canal operating in a hostile
environment.

4 For background and further explanation of the agreement to fly the Panamanian
flag in the Canal Zone, see Panama Odyssey, pp. 28-37.

5 The War Powers Act of 1973 limited the President’s ability to send U.S. troops
into combat without congressional approval.
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54. Memorandum for the Files'

Washington, June 20, 1977

These are some reflections on the present state of the negotiations
for a new Panama Canal treaty and steps which might now be taken
to move the negotiations forward.

The negotiations recessed on Friday, June 17th, and the Panama-
nian negotiators returned home in order to consult with their Govern-
mental officials. Prior to the recess the chief of the delegation, Ambas-
sador Romulo Escobar Betancourt, delivered an emotional, critical
statement of over an hour expressing Panamanian concerns and level-
ling certain charges. Escobar was obviously making the exposition on
the direct orders of General Torrijos and it is not without significance
that during the entire delivery of his statement all four members of the
Panamanian delegation kept their heads down and none was willing
to look at any of us sitting on the United States side of the table. What
made the presentation especially dramatic was that the day before we
had concluded our negotiations and lunch on the warmest and most
friendly note and the Panamanian negotiators had specifically asked
that we be ready to continue negotiations on Friday until all the issues
then on the table were disposed of leaving only the matter of financial
arrangements for subsequent discussion and agreement.

In Escobar’s diatribe—which he delivered without notes yet in a
brilliantly logical and effective fashion—he made the following charges:
That the United States was responsible for launching an international
campaign against Panama; that we were acting as though we were
doing Panama a favor in the negotiations rather than dealing with
them as equals; that a campaign was being conducted to denounce
Panama as anti-Semitic because of some charges that had been made
and which ignored Panama’s strong support for Israel and its fair
treatment of its Jewish citizens; and that the recent shooting of a Pana-
manian guard by a soldier in the U.S. Army had led to the soldier’s
confession that he was actually trying to assassinate General Torrijos.?

1 Source: Library of Congress, Manuscript Division, Linowitz Papers, Box 117, Pan-
ama Canal Treaties, General Correspondence, June-Aug 1977. No classification marking.
Drafted by Linowitz. The memorandum was forwarded by Linowitz to Jordan under a
June 27 covering letter. (Ibid.)

2In telegram 3887 from Panama City, May 31, the Embassy reported that on May
30aU.S. Army deserter shot and wounded a Panamanian National Guardsman. (National
Archives, RG 59, Central Foreign Policy File, D770193-9062) In telegram 4173 from
Panama City, June 9, the Embassy reported that during interrogation, the U.S. soldier
said at one point he wanted to kill Torrijos. (National Archives, RG 59, Central Foreign
Policy File, D770206-0785)
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Escobar suggested that this was a course which had some kind of
governmental support in the United States and he was especially impas-
sioned on this theme.

After Escobar finished his statement, delivered with the forceful-
ness of the experienced criminal lawyer he is, the tone of the Panama-
nian negotiators changed and once again there was a suggestion of
getting down to business. We were given certain papers with ideas for
consideration regarding the appointment of members of the Entity
Board, the designation of an Administrator and Deputy Administrator,
the provision for rotation of employees and the rights of U.S. employees
to PX and APO privileges.? These papers presented positions not signif-
icantly different from those which Panama had previously put forward
and, indeed, offered positions which can probably be—with some
modifications here and there—made mutually agreeable.

On the issue of economic arrangements, which is still untouched
in our formal discussions, it is quite clear that Panama remains con-
vinced that it should have very large sums in down payment and for
the annual use of the canal and the Zone territory. Panama continues
to argue that it should be paid for the use of Panamanian territory for
fourteen military bases on a scale comparable to what the United States
pays to countries such as Spain and others for base rights. Our discus-
sion with the negotiators at lunch on Thursday* had been to suggest
that the matter of the annual payment under the treaty be disassociated
from the economic package which Panama might undertake to negoti-
ate with the U.S. and the international agencies in order to be able to
further its economic development program. The negotiators had told
us that they would convey this word to Panama and said that they
regarded our exchange at luncheon exceedingly helpful and construc-
tive—an attitude wholly different from the one displayed when we
met the following day.

Upon reflection it seems to me that several factors may have been
involved in the change of tone and atmosphere and these have to be
taken into account in determining how to get the negotiations moving
again in the right direction.

1. Unbeknownst to us here in Washington, at the same time we
were speaking candidly and with utter frankness to the Panamanian
negotiators on the economic arrangements issue, Secretary of State
Vance was apparently striking the same note with the Panamanian
Foreign Minister in Grenada.” To the Panamanians this very likely will

3 Not found.
4June 16.

5See Document 52.
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have appeared to be an orchestrated effort on our part to lessen their
financial expectations and to try to move them into a more reasonable
and practical frame of mind. For both in Grenada and in Washington
they were told that the Congress would never approve a treaty which
called for very large payments which could not be met out of the
tolls from the canal operation—and this position is one which the
Panamanians have resisted and continue to resist, arguing that separate
payments should indeed be made for military bases and other economic
advantages to the U.S. during the treaty period. Conceivably this was
the first time the Panamanians recognized that we were both serious
and determined on this issue—or conceivably it might be the first time
they really understood our position.

2. The issue of Panama’s right to appoint Panamanians to serve
on the Board of Entity and also as Administrator and Deputy Adminis-
trator of the agency running the canal has become increasingly impor-
tant in recent days, clearly because of political appearances. We have
been trying to find formulae which will assure Panama’s agreement
to any Panamanians appointed to these posts. At first that seemed to
be an acceptable solution but now it is increasingly obvious that Pan-
ama wants to be in a position to indicate which Panamanians shall be
appointed both to the Board and to the Administrator posts with the
knowledge that the U.S. will have to accept Panama’s determination
in this regard. Our failure to accede to this has led them to make
frequent statements about our attempting to infringe on their sovereign
rights in that respect.

3. The anti-Semitic issue arose when Panamanian newspapers
learned that a Panamanian official who is a cousin of Torrijos had
presented a statement which attested to the fact that a Yugoslav contrac-
tor doing work on a Panamanian dam had not employed or had any
business dealings with Zionists or other Jews. This document was
apparently for submission to Libya in order to elicit Libyan interest in
Panamanian investment. The Jews in Panama did not express great
concern, knowing of Panama’s consistently favorable relationship with
Israel and the absence of anti-Semitic policies in the Panamanian Gov-
ernment itself. A Panamanian Jewish citizen named Mizrachi was,
indeed, permitted to publish a letter denouncing the whole episode
and the Council member involved.® This information, however, was
circulated in Washington and to members of the Congress including
Representative Benjamin Rosenthal. On Friday—the day when the
negotiators launched their tirade—Jack Anderson had a column which

6 For discussion of this situation and the Mizrachi letter, see telegram 4158 from
Panama City, June 9, in the National Archives, RG 59, Central Foreign Policy File,
D770206-0165.



October 6, 1976-September 9, 1977 171

talked about the Libya-Panama deal and referred to the anti-Semitism
hullabaloo quoting from the letter by Congressman Rosenthal to Sec-
retary of State Vance expressing concern about these anti-Semitic
implications.”

4. The United States soldier who shot the Panamanian guard appar-
ently made a confession which became the cause for Torrijos” concern
that there was actually a plot under way to assassinate him. Torrijos
is known to be fearful of such assassination attempts and has in the
past reacted strongly when there has been word of any such effort.
Since the U.S. had said that it would try the soldier itself and would
not extradite him, this may have fed Torrijos” suspicion that there was
indeed some connection between the United States and the demented
soldier’s statements.

5. Since he agreed to the terms of the Neutrality Treaty which go
far beyond anything Torrijos said he would accept, it is known that
Torrijos has been rather severely criticized by some of his own people
and by officers of the National Guard who feel he has gone too far.
Conceivably Torrijos” concern has become intensified with the passage
of time and he may be wondering whether he has indeed committed
himself too far.

6. Hovering over all of this is the question which must be plaguing
Torrijos as to whether he can indeed survive—either with a new treaty
or without one. He recognizes that he needs a new treaty for the
economic future of his country. He is also concerned, however, that a
treaty which does not achieve all that he has said it would, will not
be supported and may bring about his downfall. He is, therefore,
constantly tantalized by the question whether it is better to have the
Panama Canal as a cause rather than as an achievement. His wavering
on this issue is reflected in his changes of temperament, tone and
appraisal of the state of negotiations.®

In the light of these facts it would seem that the following course
is the best one for us.

7 See Jack Anderson and Les Whitten, “Panama-Libya Secret Deal Indicated,” Wash-
ington Post, June 16, 1977, p. VA-17.

8In a June 21 memorandum to Duncan, Dolvin submitted his final report of the
May round of negotiations, in which he suggested that Escobar’s “long nationalistic
harangue” on June 17 was a negotiating tactic: “Intelligence reports had previously
indicated that Panama might resort to this negotiating ploy—a tactic used during a
previous negotiating round. The reports also indicated that Torrijos was unhappy with
our informal rejection of the Panamanian economic demands and felt the need to slow
the negotiations in order to achieve maximum Panamanian gains.” Dolvin concluded:
“It is clear that the recess and the sharp Panamanian harangue presented at the last
session are Panamanian negotiating tactics designed to gain additional United States
concessions.” (Washington National Records Center, OSD Files, FRC: 330-80-0017, Pan-
ama 821 (Mar-15 July 1977))
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1. We should continue our negotiations in a calm and fair spirit,
rejecting, of course, any inference or innuendo that the United States
is not acting in good faith with other than utter sincerity. Our aim
should continue to be to find mutually agreeable solutions to the prob-
lems as they come up and to try to have Panama understand that we
are sincerely seeking fair answers which will take into account their
and our real needs. In that connection, Panama has to be aware of our
political concerns and the problems of ratification. Secretary Vance did
indicate during a press conference in Grenada that a real effort would
have to be made in the Senate to get requisite support for such a treaty;
and that if the treaty were presented for ratification today there might
be a question as to its ratification.” This may well have intensified
Panamanian concerns but is fully consistent with what they have been
told across the negotiating table consistently for weeks and indeed
months.

2. On the issues (apart from the one of economic arrangements),
it should be possible to arrive at a mutually agreeable solution in order
to clear the decks for the economic discussions. At the moment, the
only problems which still remain unresolved are

(a) appointment and removal of Panamanian Entity Board
members,

(b) appointment and removal of the Panamanian Administrator
and Deputy Administrator of the agency operating the canal,

(c) rotation policy affecting present employees of the Canal
Company,
(d) APO and PX privileges for the United States canal employees.

There will obviously have to be some give and take on both sides
but these issues are ones which can be resolved if there is a willingness
to resolve them.

3. The problem of financial arrangements will remain a massive
one because Panama’s demands are astronomical and the practical fact
is that any treaty which calls for payments to Panama beyond those
which can be obtained from the operation of the canal itself will risk
and possibly invite rejection by the Senate. This means that there are
really two sets of financial arrangements to be agreed upon. In the first
place, terms have to be worked out for an annual payment under the
treaty to be derived from tolls. In addition, an arrangement will have
to be worked out for assuring Panama of the financial help it will
require for its economic development programs. The latter will involve
the cooperation and guidance of the United States and the international

9 For the text of the June 16 news conference, see the Department of State Bulletin,
July 18, 1977, pp. 72-76.
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agencies, and the United States should indicate willingness to work
with the Panamanian officials in putting together an acceptable package
of appropriate size and content which might meet requisite criteria of
AID, the international institutions, and in due course the private sector.

4. Because the financial demands and expectations of Panama seem
to be so great, and because there seems to be an unwillingness to
differentiate between economic arrangements which can be properly
made part of the treaty and those which have to be dealt with sepa-
rately, it may be desirable for President Carter to telephone General
Torrijos after the Panamanian representatives have had the opportunity
to state their case'” in order to assure General Torrijos that the United
States is eager to be helpful to Panama in connection with its economic
requirements. The President could state that there are limitations on
what can be properly made part of the treaty as a financial arrangement,
but that it should be possible to supplement this through discussions
with the United States and the international agencies as well as with
the private sector to endeavor to assure that Panama will have the funds
it believes it needs in order to carry forward its economic development
program.'!

5. When Ambassador Bunker and I met with President Perez of
Venezuela and President Lopez Michelsen of Colombia,'? they both
indicated their awareness that General Torrijos had very large demands
in mind in connection with economic arrangements and recognized
that the problem was one which would have to be encountered head
on. It may be that at a propitious moment we will want to involve
President Perez, President Lopez Michelsen, and possibly also Presi-
dent Lopez Portillo of Mexico and President Oduber of Costa Rica to
try to moderate Torrijos” excessive expectations and to convey to him
an understanding of why the United States position is reasonable.

6. Since virtually all the other terms of the treaty will have been
agreed upon, it would be appropriate to indicate to Panama at an
appropriate time that if a treaty does not eventuate because of disagree-
ment on the financial arrangement issue, the United States would
expect to make public the terms of the treaty offered by the United
States to Panama to assure both the countries of Latin America and
the world generally of the magnanimous spirit in which we have
approached the negotiations and the fairness which we have displayed
in trying to resolve all these issues. This should not, of course, be put

10 See footnote 2, Document 52.
11 No record of the telephone conversation has been found.
12 See Document 31.
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as a threat but rather as an indication of our pride in our position and
our readiness to present it to the world court of public opinion.'

13 Vance relayed information very similar to that presented in this memorandum
in a June 17 memorandum to Carter summarizing the state of the negotiations, which
Carter initialed. (Carter Library, National Security Affairs, Brzezinski Material, Subject
File, Box 18, Evening Reports (State), 6/77)

55. Memorandum of Conversation’
Washington, June 29, 1977, 7-8:15 a.m.

SUBJECT

Briefing President Carlos Andres Perez of Venezuela on Status of Canal
Negotiations

PARTICIPANTS

Venezuela

President Carlos Andres Perez

Foreign Minister Ramon Escovar Salom
Gonzalo Plaza, Interpreter

United States

Ambassador Bunker
Ambassador Linowitz
Anthony Hervas, Interpreter

PEREZ: How is Panama coming along?

LINOWITZ: It's coming along but we need your help. A great deal
has happened since we met with you in Caracas,? most of it good.

BUNKER: We have made a great deal of substantial progress, how-
ever, as Ambassador Linowitz suggested, we are now going into a
difficult question.

1 Source: Carter Library, National Security Affairs, Brzezinski Material, Country
File, Box 60, Panama: Canal Treaty of 1977: 6-7/77. Confidential. The meeting took place
at the Blair House and ended at 8:15 a.m. Forwarded to Vance on July 1 under a covering
memorandum from Bunker and Linowitz. (National Archives, RG 59, Official and Per-
sonal Files of Ambassador at Large Ellsworth Bunker, Lot 78D300, Box 4, Panama Key
Documents, 1977) Forwarded to Brzezinski on July 1 under a covering memorandum
from Tarnoff. (Ibid.)

2 See Document 31.
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LINOWITZ: You, Mr. President, are in a uniquely favorable position
to do a considerable amount of good for both sides. We are very
concerned because this may truly be the moment of truth, and if we
do not seize upon this moment, we may have lost it for good. I think
that you know that the only issue that now separates us is the matter
of financial arrangements.

PEREZ: I spoke with General Torrijos on Saturday® and last night
I spoke with the group of Panamanian negotiators who are presently
in Washington, D.C., and both have said the same thing, that is, that
we already have almost reached an agreement regarding what will
more or less go into the finished treaty itself. It is a treaty in which
the Panamanians feel they have made great concessions to satisfy
United States requirements. They understand the reasons why it has
to be so, however, though the matters of lands and waters, neutrality,
and security are practically agreed, Panama feels it is now confronting
considerable difficulty in the area of economic compensation. They
base their positions on three arguments:

First is the argument that Panama like all other countries is living
through an accelerated inflationary process and has to confront the
claims for better salaries that are being made by Panamanian workers;
that for the Panamanian people the settlement of the Canal will produce
no visible or tangible results, that as far as the people are concerned
all is going to remain the same. Also for a number of other reasons
there will be a deterioration in the economic situation within Panama.
They need to demonstrate to their people that a solution of the Panama
Canal issue through a treaty will also provide some improvement in
their standard of living. They are aware that they are confronting
internal criticism regarding the manner in which the Canal issue is
being settled. General Torrijos has the intention of submitting the treaty
to a plebescite, a measure he feels will provide the treaty with greater
strength, and he thus fears a situation which could be critical if he
cannot as a result improve the economic situation in Panama.

His second argument is that a new treaty should be drawn along
the lines of other agreements that the United States has signed with
other countries and should reflect the same kind of terms and a simi-
larity of conditions. It should pay compensation for concessions in the
areas of lands and waters and military bases that are being provided
by Panama in the treaty.

Thirdly, the treaty is going to impose upon Panama certain new
obligations, obligations that carry with them a cost, and also the serious
responsibility, after the year 2000 of assuming responsibility for the

3 June 25.
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management and operation of the canal. This in turn will require that
the people of Panama achieve a high level of development. This will
serve the common interest of the United States and Panama and such
action will not be possible for Panama to undertake without the effec-
tive economic cooperation of the United States.

I personally believe that you should have something along those
lines. The two problems that you face are first how are you going
to present this before U.S. public opinion and before world opinion.
Secondly, how much money is going to be paid and how is this to be
done. I have made great efforts to convince General Torrijos and his
advisors that he must act in such a way that he be most careful to
avoid making the new treaty appear as if it were a new sale of the
canal, as if the canal were being sold all over again, because this would
do considerable damage to the image of both countries. It is also neces-
sary to take care of appearances, to make sure that the impression is
not created that simply this or that member of the National Guard is
going to be pocketing substantial sums of money. They understand
this, that it should be presented in their view as an effort to support
cooperation for development through some type of direct or cash contri-
bution for the immediate solution of social problems. However, for
them it is impossible to accept an outcome without some kind of
settlement of this nature. They tell me that the United States had been
negotiating with the Philippines and offered substantial compensation
for the presence of U.S. military bases on Philippine territory, and they
could not understand why the same could not be true for Panama.
This is the picture as they presented it to me.

LINOWITZ: Mr. President, as usual you have summarized very
simply and clearly the issue and you have accurately reflected the
position of the Panamanian representatives, as we understand it. Let
me start by stating the fact that we both want the same thing. First,
we want Panama to prosper and second we want Panama to feel that
it is receiving a fair arrangement with the United States that will be
useful to the furtherance of the good relations between our two coun-
tries. However, the primary issue at this point is the matter of timing,
and of the inter-relationship between the treaty and some kind of
internal development program for Panama.*

What we are saying quite simply is, let us take one thing at a time.
Let us conclude a treaty, one in which we are offering very generous
economic compensation which is directly related to the canal itself,
and then when the treaty is signed be assured that the United States
Government will work in any way it can, to assist in the development

4 An unknown hand highlighted the last two sentences.



October 6, 1976-September 9, 1977 177

of an economic program that would involve not only the US Govern-
ment but also international lending agencies, that will contribute to the
achievement of the goals that you have set for your country. However,
if we tie one to the other you are basically assuring the defeat of the
treaty in the US Senate. Because, as Ambassador Bunker stated when
we visited Caracas, the most prevalent question posed to us when we
are up on the Hill is “Do you mean to say we are giving them all of
this which we value at more than $6 billion and we still have to pay
millions or billions of dollars to have them take the Canal over?”

To further complicate the achievement of a satisfactory treaty,
something which is difficult at best, would be the effect of trying to
tie an economic development program to the outcome of such a treaty.
It would suggest to the Congress that it is part of the price that we
have to pay for the treaty and would consequently strengthen the hand
of those who oppose the treaty in Congress.

What I have said to our friends on the Panamanian side is simple:
let us give you assurances of our desire to help you; of our desire to
be friendly and to cooperate in all possible forms; but let us not make
it part of the treaty negotiations.” However it is something that we do
not manage to have them understand and yet it is important that they
do so both for their own sake as well as ours.

BUNKER: That is an accurate reflection of where we stand. We
also have an additional problem in the fact that their proposals involve
such enormously large ones that it makes it impossible for us to consider
them. I assume that this is an opening gambit in the negotiations yet
their figures are much too large to consider.

PEREZ: They claim that there are two issues involved. First they
understand the difficulties that the United States Government has in
Congress, however, for them to present an agreement to Panamanian
public opinion and to Latin American public opinion, they need to link
both aspects, even if they were to be dealt with in separate documents
or be treated separately. They see no way in which they can submit
one without the other, and they consider this a condition which they
cannot renounce. That reason makes them very demanding. As far as
the amount of monies to be received, it is a question that can be
negotiated. However, it is probably the time for the United States to
make a counter-proposal for their consideration.®

LINOWITZ: A counter-proposal from us?

PEREZ: Yes.

5 An unknown hand highlighted this sentence and wrote an unintelligible word in
the left margin.

6 An unknown hand highlighted this sentence.
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LINOWITZ: One must understand the matter of the figures they
have brought up in the negotiations because they elevate the negotia-
tions to the high atmosphere and we certainly cannot engage in astro-
nomical gyrations. We understand that this might only be a tactic.
However, I do not believe it is wise for them to use this approach
because, for instance, yesterday, in connection with this very same
problem, they met with very high-level representatives of the Depart-
ment of the Treasury, the U.S. State Department and representatives
of the international banks.” And all of them were shocked by the figures
suggested by Panama.

However, taking into account their concerns—and we can appreci-
ate the reasons for some of their concerns—it would be possible to
find a simple way of broaching the subject. First, we could sign a treaty.
Secondly, we would have a period between the signature and the
ratification of this treaty. Third, during this period we would be happy
to work on a program for the economic development of Panama, how-
ever, one cannot be part of the other. For their purposes they can
say that they have achieved this economic development program and
present it to their people as if one were part of the other, but we, in
the United States, cannot say that one is a part of the other.®

PEREZ: That could be part of a confidential agreement between
both countries.’

LINOWITZ: Excuse me, sir, but we cannot be in a position in which
we have to go before the Senate to testify and when we are asked if
there are any other agreements, we can’t lie,'® we have to tell them
that there is another understanding.

PEREZ: The right hand does not necessarily have to know what
the left hand is doing.!*

LINOWITZ: We have two right hands.'?
PEREZ: Maybe another group could negotiate that issue separately.

LINOWITZ: Exactly. And that is what we told them yesterday. At
the beginning of yesterday’s meeting, we spent over half an hour
discussing this matter because Ambassador Romulo Escobar Bethan-
court, who is a brilliant lawyer, wanted to tell those present that their
presentation was all a part of the negotiation. And we had to insist
that it was not a part of the negotiating process. It appeared impossible

7 No record of meeting minutes has been found.
8 An unknown hand highlighted this paragraph.
¢ An unknown hand underlined: “That could be part of a confidential agreement.”
10 An unknown hand underlined: “we can’t lie.”
11 Anunknown hand highlighted this sentence and marked an “X” in the left margin.
12 An unknown hand highlighted this sentence and marked an “X” in the left margin.
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for them to understand that it was not a part of the negotiation. We
have made arrangements for Mr. Barletta and other Panamanian repre-
sentatives to speak with high-level officials in the Treasury Department
without our presence as negotiators because we ourselves cannot be
involved in that aspect of the discussions.

PEREZ: Wouldn't it be possible to find some more general formula
in order to arrive at a solution to the treaty? The new treaty creates a
new inter-relationship between the U.S. Government and Panama. The
two countries now acquire new common responsibilities which require
economic obligations that will assure the future operation of the Pan-
ama Canal. Under such circumstances, the United States could assume
to study what kind of program they would have to put into effect to
fulfill the new U.S. responsibilities under the treaty and what part
would be required from Panama to fulfill its responsibility under the
terms of the treaty.

LINOWITZ: If you can get General Torrijos to go along with some-
thing along those lines, we will undertake to try to convince our side
here of the advisability of such an approach. This very idea could be
the answer that we are seeking.

PEREZ: There must be other officials in the U.S. Government who
could confidentially work out what that cooperation would consist of.

LINOWITZ: Yes. We are doing this right now.

PEREZ: There are certain objections that I feel you should know
of and I, as an outside participant, as an observer, would have to say
certain things that the United States would not be willing to accept.
First, that the sovereignty over the Canal was illegitimately taken away
from Panama by the United States. This is not my personal opinion,
yet that is the way in which many people see it. That is how the
situation is perceived and it is one of the reasons that could give rise
to attacks on the manner in which General Torrijos is conducting or
directing the negotiations and could be the basis for attacks on the
treaty you reach on the part of extremists who seek out any argument
that will provide them a basis for criticism of the treaty and of the
Torrijos Government. This kind of solution is not one that would be
received with applause by all concerned. Some would accuse Panama
because they will not recover all of the lands and waters, and because
military bases will still remain. They would argue that the only achieve-
ment would be that there has been a shrinking in the military occupa-
tion but that basically nothing had changed. This would be a way to
attack the treaty as it is now conceived. This is a matter of the greatest
concern for Panama. They feel that the U.S. Government pays for the
use of bases in other areas and they see no reason why they couldn’t
do so in Panama also. Therefore, the solution they seek appears to be
the only defense that would offset the charges that could be leveled
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against them. I am making these observations because I see the Panama-
nian position hardening considerably now.

About ten or twelve days ago the Panamanian negotiating team
came to Venezuela to visit me and I gave them a number of reasons
why they should not speak in terms of millions of dollars but rather
should discuss only numbers of projects to be implemented. However,
General Torrijos was both concerned and angry that I told him this
because he expected support from me in his aspirations. That was the
reason General Torrijos came to Caracas on Saturday.'® I was able to
give him a number of arguments to demonstrate to him that he should
be very careful regarding any outcome that would mention the fact
that large amounts of cash were being received. In spite of this, last
night Romulo insisted that they were going to maintain the same
position. So I do not see easy progress in the negotiations now. You
are at a very difficultimpasse, and General Torrijos does not understand
well that the negotiations might be—at present—at a critical juncture.

He told me that he was not interested in having a treaty ratified
by the Senate now, that it could be ratified some years later. I told him
that it is not so in countries such as ours, that we cannot simply sign
a treaty and lock it in a desk drawer and maintain it secret. It has to
be exposed to public scrutiny and submitted to Congress for ratification.
Itis evident that the U.S. now is at a most difficult time in the negotiating
process and that it has to agree on a treaty that will be least subject to
attack in the Senate. Maybe one problem is that we are starting with
the wrong premise, the premise that the Panama Canal belongs to the
United States. So the problem is further complicated and I think that
General Torrijos will not accept an agreement without a precise and
certain assurance regarding compensation.

Maybe we could search for some way, as I stated earlier, in the form
of a general declaration that would express confidence in decisions,
decisions to be taken in other places, regarding the development pro-
gram. It would be necessary to avoid an impasse such as the one that
resulted at the time of the negotiations on lands and waters and security
and neutrality, all of which have now been overcome. Maybe it is
necessary now for the United States Government to present a counter-
proposal.

13 In telegram 6476 from Caracas, June 28, the Embassy reported that a June 28
Panamanian story with the headline, “Agreement is Imminent Between Washington and
Panama over canal Sovereignty,” quoted Panamanian Government sources “to the effect
that General Torrijos personally informed President Perez last Sunday, June 26 during
quick visit to Caracas that ‘the problem of the canal is virtually resolved.” (National
Archives, RG 59, Central Foreign Policy File, D770230-0910)
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There is another important aspect, that of the annuity. According to
the Panamanians, the U.S. Negotiators hold the thesis that any annuity
could only come from the benefits resulting from the tolls collected.
Therefore, if Panama wants a higher amount, it would be necessary to
increase the tolls for transit through the Canal. This, in their view,
would set world public opinion against Panama. If you were dealing
with a single enterprise, responsible only for the transit of ships through
the Canal, it would be appropriate to think that Panama should receive
only income derived from the operation of the Canal. The issue however
is much more complex, because in addition to a canal you have military
bases, as well as other areas of Panamanian territory devoted to other
activities which are affected by the use of the canal. And that has a
price. Therefore they need to see the U.S. change its position regarding
the payment of an annuity and not link it to the tolls.

LINOWITZ: Mr. President, you have just touched upon the key
issues in our negotiation. First, regarding the annual payment under
the new treaty for the use of the Panama Canal, we have been directed
by the President—and have assured the Congress—that, considering
all the commitments and other conveyances to be made to Panama
(with a value of approximately $6 billion), we cannot go to the Congress
for an annual appropriation as part of the treaty. Therefore, any pay-
ment resulting from the terms of the new treaty must come from the
tolls. Though we have not formally presented it yet at the negotiating
table, we have ready to present a study which indicates, that with a
25% increase in the tolls, the traffic through the Canal would remain
high, and there would be no adverse effects.'* As a result, a sufficient
amount would be received to provide $1 billion during the life of the
treaty. That is to say, that they will receive substantial amounts under
the formula we are considering. This could be one formula that could
be approached. Secondly, we would be turning over assets worth
approximately $6 billion.

BUNKER: Many of these assets in fact would be earning assets
which would make an additional contribution to the economic benefits
that Panama would derive.

LINOWITZ: Millions of dollars will come into Panama as a result
of some of those assets to be turned over. For example, $115 million
are to be received for services rendered to the Canal operations, such
as bunkering, etc. These we would turn over immediately at the time
of the signature of the treaty. In addition as a result of the return of a
number of commercial operations, they would also be benefitting from
new sources that would bring a number of millions of dollars a year.

4 Not found.
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So financially, they would be doing very well as a result of our present
offer. Our problem is to explain to the Congress why we would have
to give something in addition. This would represent an added obliga-
tion, of a multi-million dollar level to an economic development pro-
gram, which complicates the negotiations to the point that we cannot
count on a serious consideration of the matter as they are now present-
ing it.

In your presentation, Mr. President, you may have the formula
that we could perhaps follow. Panama could agree to the conclusion
of a treaty, and agree on most of the other issues that are now related
to compensation within the terms of the treaty. Perhaps then at the
time the treaty is signed, and while discussions are taking place outside
of the negotiating process, you could tell General Torrijos that the U.S.
Government will do all that it could possibly do to help with an eco-
nomic development program. You could also assure General Torrijos
that the United States desires to help in any way that is possible.
Thereafter, through ensuing negotiations and discussions on the form
of the economic aid—once these are brought to solution before ratifica-
tion—Panama would find itself in a position that would permit General
Torrijos to state that he has a satisfactory treaty and that he has a
satisfactory program for economic development. However, I feel we
should neither stop the negotiations now nor tie one thing with another.

PEREZ: The internal difficulties faced within the U.S. Government
are obvious, and I understand them. Yet I also see that General Torrijos
cannot risk to announce the satisfactory conclusion of a treaty if he
does not have a clear indication on other pending matters. This reflects
a very difficult situation. Because if at the same time he cannot announce
that the economic aspect is resolved, his personal political situation
would be endangered in his own country. We have to bear in mind
the inter-play of personal ambitions within Panama. We cannot tell
what the outcome of these might be. There are always hidden forces
that are interested in a confrontation and could create difficulties in
the Canal Zone.

I see that we are coming to a moment of great danger. The expecta-
tions are many. For all practical purposes you have already reached
an agreement that would favor a positive conclusion. Yet I am very
confused, because I see that we have reached a point where the two
sides have become firm and entrenched in antagonistic positions.

You will recall, Ambassador Linowitz, that when you were in
Caracas you mentioned that you feared because you did not know
what Panama would be asking in terms of economic compensation.
At that time you already foresaw difficulties in this area. As I told you
at that time I am fully disposed to contribute to softening the position
of Panama, yet I must also tell him, General Torrijos, that I am equally
willing to assist in softening the United States position.



October 6, 1976-September 9, 1977 183

LINOWITZ: We appreciate very much the formula which you have
suggested and which I believe should be further explored. If General
Torrijos were to be told in a letter from President Carter, that at the time
of the signature of the treaty, of strong indications of the commitment
on the part of the U.S. Government to take affirmative, constructive
and positive steps to help Panama to work out its economic develop-
ment plans, this might give him the sense of trust that we need at this
time.'® We would try to work out something, although we do not know
the specifics. However, as we negotiate and discuss we would try to
arrive at these specifics.

The other alternative would be to hold up the treaty until all
problems have been resolved. However, we might lose the appropriate
or the best time to achieve progress. This would be a risk that General
Torrijos would run, as well as a risk that we would be running.

PEREZ: I will transmit to General Torrijos your thoughts and the
ideas that we have exchanged. There is another point that I would like
to bring up that has been a source of unhappiness amongst our friends.
Apparently, some installations are being dismantled and these are part
of what would be turned over to Panama. The Panamanian negotiators
showed us some photos of the buildings that were being dismantled.
They do not believe that this is due to instructions from higher levels
or from high-level decisions in the U.S. Government. Yet decisions are
being made at lower levels, and because of the hostility that has existed
among certain groups against Panama in the area, these developments
are unsettling.

BUNKER: We also saw those photographs. They are of old wooden
buildings of over 70 years and the cost of their maintenance is prohibi-
tive. Some of those buildings are coming down because they cannot
be maintained. This is done normally on a regular basis and it is not
related in any way to this present stage of our negotiations.

LINOWITZ: Ambassador Bunker has checked out these allegations.
What happened is what he has explained and we will be happy to
show the Panamanian negotiators the reasons why these buildings are
being torn down. These actions are in no way related to the negotiations.
However, this event underlines a problem that we are facing at present:
the long-held suspicion and distrust that we have been working so
hard to overcome during the course of our talks. We have great respect
for the Panamanian negotiators. We feel they are men of integrity and
they are trustworthy. I hope that they will believe us, yet we fear that
this distrust still exists. As a result, a small incident such as the one
referred to with the photos, as well as two other incidents in recent

15 See Document 72.
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weeks, together with accusations that have been levelled at the United
States make progress more difficult. We are trying to be patient in
explaining that we are not trying to get around the provisions of the
treaty or harm in any other way the interests of Panama. The U.S.
Government and Administration are interested in reaching a fair treaty.

PEREZ: I have a question. How did the U.S. Government negotiate
the military bases in Spain, Portugal and the Philippines?

BUNKER: Most of the base agreements do not involve direct dollar
grants, but loans and equipment—no specific amounts of dollars. These
loans and equipment can be translated into money equivalents, yet the
transfer is not of funds but of facilities and loans.

LINOWITZ: This is the same thing that we would be doing with
Panama. We would be making resources available in a sense in
exchange for use of facilities and of the bases. I am not at all afraid of
making comparisons in this context. I would like to add one word;
that is, that I am not afraid of such comparisons. We are proud of what
we have offered Panama. We would be proud to let the world see and
to let our country see the terms of our treaty, because we feel that we
have been most generous, most magnanimous, and we have made
genuine efforts to arrive at a treaty of which we can be proud. There
is nothing therein of which we are ashamed. General Torrijos ought
to know that we would be pleased to let the world see what the United
States is willing to do. I think it is very important.

We are not unaware of the fact that there are some unhappy chap-
ters in the history of the relations between the United States and Pan-
ama, yet we now are at what we could consider the proudest chapter
of these relations.

PEREZ:1also feel that great progress has been accomplished within
the concept that prevails in the United States regarding the Panama
Canal—a concept which we do not necessarily share. At the same time
we see two parallel views struggling for approval before world opinion.
On the one hand there is the view that the United States is handing
over assets valued at over $6 billion as well as turning over rights that
the U.S. has exercised for many years. On the other hand, there are
the views of those who feel that the Canal represents a usurpation by
the United States which obtained advantages at a very small cost, from
a very large territory it has occupied for many years. Now they should
not only return what they took but should also compensate Panama.

This same kind of thesis was sustained by some in Venezuela at
the time of the negotiations on the nationalization of oil. Some sectors
argued that it was inconceivable to pay compensation to multi-national
corporations that for over 50 years had been exploiting our oil resources,
oil obtained at very low prices, enabling them to realize very large
profits. These profits represented two to three times the investment
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they had made in Venezuela. Therefore, Venezuela should not only
receive the oil installations but also additional compensation. On the
other hand the argument was made that this did not represent a rational
approach and we were aware of the fact that to reach an agreement we
should pay some compensation and we did so. I offer this comparison
because it parallels the arguments made by Panama regarding why
they should get additional compensation in connection with the conclu-
sion of a new treaty. When I mentioned this to the Panamanian negotia-
tors, they pointed out that there was an essential difference. Venezuela
took over productive profitable operations which in turn could benefit
the people of Venezuela. In contrast, Panama would be acquiring some-
thing of theoretical value but it would be very difficult to provide
immediate benefits for the people of Panama and therefore it would
be very difficult to explain the value of the treaty to the Panamanians.

I don’t doubt that there is some solid basis for progress, and I feel
that this is the time when an imaginative effort must be made to work
out some kind of an acceptable formula.

What would be your concept of something that could be provided,
some level of funding, not at the levels that Panama is suggesting, yet
at some reasonable level which would allow the Government of Pan-
ama to do something tangible for their people as a result of the signature
of a treaty?

I am aware of the fact that the Senate would raise an uproar if
confronted with unreasonable demands.

LINOWITZ: I realize our time is short now. I would like to suggest
once again one possibility for discussion. Under the terms of the treaty,
a certain amount of funds could be made available in the order of $30-
40 million. That amount could be used when the treaty is signed as
leverage to obtain a larger loan, something in the order of half a billion
dollars. This could be achieved by taking future income from Canal
tolls and using it to liquidate the loans. But we cannot have this type
of a formula until we have a treaty. We must know where we can start,
as well as how we can undertake this cooperation without endangering
the successful outcome of the new treaty.

PEREZ: 1 feel that this is the time to go to work on such a formula
and I will try my best to be of assistance in your mutual efforts.

(BREAKFAST MEETING ENDED AT 8:15 A.M.)
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56. Memorandum From the Congressional Affairs Adviser to the
State Department Panama Desk (Guthrie) to Multiple
Recipients!

Washington, June 30, 1977

TO

See Distribution

SUBJECT
Briefing for Senators, June 30, 1977

On June 30 Ambassadors Bunker and Linowitz, JCS Chairman
Brown, and LTG Dolvin participated in a briefing on the Panama Canal
negotiations for a group of Senators in Senator Robert Byrd’s Capitol
Office. Aside from Senators Byrd and Granston, who organized the
briefing, those present were Senators Chiles, Church, Domenici, Hatch,
Heinz, Huddleston, Johnston, and Morgan.?

The discussion was positive and constructive and focused as much
on the domestic political context as on the substance of a treaty.> While
the Senators spoke very frankly about the political difficulties attendant
on securing approval of a treaty, they appreciated the need to address
the Canal problem and suggested a number of steps that might be
taken to smooth the way for a favorable vote in the Senate. With regard
to the treaty itself, security and defense* appeared to be the first area
of concern. There was also discussion of compensation and of possible
future Panamanian and Latin American demands for further treaty
revision.”

Timing was a matter of acute concern, particularly to those Senators
like Johnston and Domenici, who will be running in 1978. As Johnston
put it: “I am convinced that it is important to get this treaty to the
Senate just as soon as possible—after November 1978.” Johnston thought

! Source: Carter Library, Office of Congressional Liaison, Francis, Copeland, Small
(Coordination), Freibers, Brooks, Naechterlein, Tate and Thomson, Box 6, (Panama Canal
Treaty Negotiations), 5/26/77-9/29/77 (CF, O/ A 193). Confidential. Drafted by Guthrie
on July 1. Sent to Barkley, Moss, Pezzullo, Beckel, Cutter, Bell, Wyrough, Jorden, and
Kozak.

2 An unknown hand checked the names “Chiles,” “Domenici,” “Heinz,” “Huddles-
ton,” “Johnston,” and “Morgan,” circled “Chiles” and “Huddleston;” underlined
“Church,” “Hatch,” “Johnston,” and “Morgan;” and wrote “10” in the right margin.

3 An unknown hand underlined “domestic political context” and “substance of
a treaty.”

4 An unknown hand underlined “security” and “defense.”

5 An unknown hand underlined “compensation” and “possible future Panamanian
and Latin American demands.”
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there was no possibility the Senate would have time to consider a
treaty in 1977, and Senators Chiles and Morgan warned that the treaty
did not have the votes at the present time.

Several Senators urged that authoritative information (especially
from DOD) on the security aspects of a new treaty be made available
to help convince the public of the desirability of a new treaty. They
asked that this cover:

—the strategic value of the Canal (Senator Johnston)
—the difficulty of defending the Canal (Senator Chiles)

—JCS projections of the Canal’s strategic value in the year 2000
(Senator Chiles)

Senator Morgan stressed the need to counter anti-treaty propaganda
alleging that Torrijos was a communist and that there was heavy Cuban
and Communist influence in Panama. He also suggested that in justify-
ing increased compensation to Panama, we cite the precedent of our
Philippine base treaties, which have several times been revised to pro-
vide for increased payments to the Philippines.

The need to enlist public support for the treaty from individuals
and organizations that could influence conservative opinion was also
emphasized. Suggested targets included:

—Senator Goldwater, who might be invited by the President to
make a trip to Panama. This would provide an occasion for Goldwater
to publicize his support of treaty revision (Suggested by Sen. Morgan.)

—Ex-President Ford (suggested by Sen. Johnston)

—Prominent retired military officers (Sen. Domenici)

—The incoming American Legion national commander, a Louisi-
ana resident whom Senator Johnston believes might be persuaded to
support a treaty.

—The American Security Council (suggested by Sen. Heinz, who
thought it might be more useful to work through such existing organi-
zations than to establish a special citizens” committee).

Questions on the security aspects of a treaty dealt with our right
under the neutrality treaty to take action against Panama (Senators
Huddleston and Hatch), the applicability of the neutrality agreement in
wartime (Senator Church), and the military value of the Canal (Senator
Johnston). General Brown explained the security risks involved in main-
taining the status quo and the willingness of the JCS to support new
arrangements that included an adequate neutrality agreement. He said
that the Canal would be of little use in a nuclear war but would be
valuable—though not vital—in a non-nuclear situation to facilitate
rapid deployment of our full military sealift capacity, which was nor-
mally divided between the Pacific and the Atlantic. As to neutrality in
wartime, he explained that all ships, including those of countries at
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war with the United States, would have the right of passage, but that
the United States would rely, as in World War II, on its capacity to
intercept enemy ships before they reached the Canal. Senator Heinz
cautioned against overestimating the capacity of overland alternatives
(especially railroads). Senator Church emphasized that discussion of the
possible costs of Canal closure should not obscure the key point about
security—that a new treaty would greatly improve the chances that
the Canal would continue to be open and available.

On compensation, Senators Johnston and Cranston noted the large
figures cited in recent press articles. Ambassador Bunker said these were
out of the ball park and that the U.S. contemplated a payment from
tolls amounting to $30-50 million. In response to Ambassador Linowitz’
question, Senators Chiles and Johnston said that from a domestic political
standpoint security would override compensation as an issue in consid-
ering a new treaty, although Johnston thought that there might be some
public resistance even to raising payments to Panama from the present
$2 million to $30-50 million. Senator Church suggested fixing compensa-
tion as a percentage of net canal revenue in order to provide an incentive
for the canal to operate at a profit. Ambassador Linowitz said this might
raise knotty questions concerning Canal accounting.

Senators Johnston and Domenici raised the possibility that in a few
years the United States would again be subjected to charges of colonial-
ism from the Latin Americans, since under a new treaty we would
still retain bases and a substantial U.S. presence in Panama. Domenici
suggested the need to get Latin American leaders to endorse the treaty,
and Ambassador Linowitz replied that there would be provision® for
Latin American countries to formally endorse the neutrality treaty after
it was deposited with the OAS.

The status of U.S. employees was raised by Senators Huddleston
and Johnston who asked for clarification on treaty provisions regarding
courts, jurisdiction and increased employment of Panamanians.

6 An unknown hand highlighted this portion of the sentence.
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57. Telegram from the Panama Canal Zone to the Department of
Defense!

Balboa Heights, June 30, 1977, 0250Z

629. FM Governor Parfitt, Balboa HTS CZ to Mr. Ford, acting ASA
(CW), Wash DC. Subj: Panama Canal Draft Treaty

1. We appreciate the opportunity to review State’s June 25 drafts
of a Canal Treaty and implementing agreement, since the rapidity of
changes and new agreements in the accelerated negotiations in recent
weeks have made it impossible for us to stay fully abreast of develop-
ments.? Our review will be somewhat restricted by the short deadline
and instructions to the effect that the drafts embody principles and
language already agreed to by Panama and that we should therefore
try to minimize suggestions for change.

2. Since the matter apparently is being rapidly brought to a conclu-
sion, I have at your invitation sent representatives to Washington to
participate in the meetings now going on. This message will be
restricted to observations and suggestions concerning selected major
issues, by way of stating our position or pointing up some areas we
think involve inconsistencies or ambiguity.

3. The drafts are said to be based upon a draft treaty the Panama
Canal prepared in 1975, but, although there are similarities in form
and substance, it is apparent that in a number of areas important to
Canal operation the negotiators have not been able to sustain this
agency’s positions. The matters that do not reflect our views, most of
which have been stated many times and are covered by the Panama
Canal drafts, include by way of example:

A. Ownership of installations and property. Vesting immediate
ownership in Panama of all U.S. real property including improvements
thereon (Canal locks, dams, all buildings and installations, etc.) is not
sound in my opinion. The reason for proposing this transfer of right,
title and interest is not clear to us. Presumably it is intended that
Panama at the same time grants back to the United States full right to
use the property as though it were the owner. The problems involved

! Source: National Archives, RG 185, Subject Files of the 1979 Panama Canal Treaty
Planning Group (1950-1980), Box 9, Negotiations—General II (Jan. 77 to ). Confidential;
Eyes Only. Sent for information to USCINCSO Panama Canal Negotiations Working
Group (PCNWG) and Quarry Heights.

2 According to a June 29 memorandum by G.F. Carroll (OSD), Bunker sent the
PCNWG a June 24 memorandum requesting prompt consideration of a draft treaty
package. State requested urgent action on the draft treaty in the hopes of commencing
treaty drafting with the Panamanians during the week of July 4. (Washington National
Records Center, ISA Files, FRC: 330-79-0089, Panama, January-15 Aug 1977)
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include: (1) it is important to fiscal management that the property be
subject to the usual depreciation; (2) management should be free to
modify, replace or otherwise dispose of or act with respect to improve-
ments to real property as an owner would in the operation of the
enterprise; (3) potential conflict with Panama over interpretation of use
rights of facilities in the light of their ownership by Panama. If the
concept of Article VIII® is pursued, it should be made absolutely clear
that the Panama grant of use under Article III* is free of charge and
includes the right to modify, replace, or otherwise dispose of improve-
ments, and that any inconsistencies in other provisions be resolved so
that there is no doubt as to the rights that accrue to the United States
even though Panama is the owner of, say, a building or other improve-
ment to real property.

B. Control of Balboa port facilities, including Drydock No. 1, U.S.
housing, and licensing of land in Canal operating areas. The drafts do
not give the Canal administration the control we have recommended
and still recommend.

C. Status of forces agreement application. The drafts treat Canal
U.S. employees differently than military civilian U.S. employees in
some important respects, contrary to our recommendations and to the
U.S. negotiating position in the past. Most importantly, the use of
military exchanges, commissaries and post offices should not be limited
to five years.

4.1 have serious concern about the coordinating committee estab-
lished by Article III of the draft implementing agreement, and its func-
tions which are many and varied under the provisions of the agreement.
There should not be, in my opinion, in addition to the board of directors
and the consultative committee, a further joint committee with inde-
pendent authority which could superimpose its management of certain
matters on the Canal administration, diluting its authority and affecting
its responsibilities. I do not question the need for coordination between
the Canal administration and Panama in the many matters referred to
in the drafts.

We have in the past concurred in a joint advisory committee, with
technical subcommittees, to coordinate various matters with Panama,
with the U.S. representative being either the Canal administrator or
his designee. I think the relationship between the coordinating commit-
tee and the administrator needs to be clearly established and, specifi-
cally, I recommend that the committee be composed of a U.S. citizen

3 Article VIII of the final Panama Canal Treaty was entitled “Privileges and
Immunities.”

4 Article III of the final Panama Canal Treaty was entitled “Canal Operation and
Management.”
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who is either the Canal administrator or his designee, and a representa-
tive of Panama.

5. There are a number of other questions or comments concerning
the drafts which my representatives now working with you in Washing-
ton will bring to your attention and which are therefore not included
in this message.

6. On many occasions, particularly in the past two months, my
staff has been called upon to choose between what we have viewed
as unsatisfactory alternatives bearing on the future operation and main-
tenance of the Canal and retention of the necessary skilled workforce.
Irealize that the negotiators are balancing broad national policy consid-
erations against our operational considerations which have often been
outweighed. It should be understood, however, that our attempts to
select the best from among alternatives which do not reflect our posi-
tion, and our efforts now in working to make the best of whatever is
decided, are not to be construed as an endorsement of the negotiators’
positions that are contrary to ours.

7. In order to achieve a treaty, the negotiators have made conces-
sions which cause me real concern as to whether the United States will
have or be able to retain the controls it needs to maintain and operate
the Canal for the duration of the treaty with a reasonable degree of
efficiency and on a sound financial basis. Apart from the basic question
of jurisdiction, resolved in favor of Panama long ago, the concessions
causing this concern include the dilution of U.S. control over the Canal
operating area; relinquishment of Balboa port facilities, including Dry-
dock No. 1, that are essential to Canal support; relinquishment of U.S.
citizen housing with only limited use rights retained; the switch in 1990
to a Panamanian administrator; and inadequate treatment of employee
rights and benefits.

8. On the latter point, I feel obligated to emphasize once again that
the adequate protection of employees is very important not only to
the employees, both U.S. citizens and others, but to Canal management
as well. If our employees perceive the proposed treaty as deficient in
this respect, I anticipate labor problems which could disrupt or shut
down the Canal operations, with results that could complicate and
jeopardize the ratification process. Our detailed, written views on
employee rights, benefits and assurances have been fully presented
during the past year.

Warm regards,

GDS
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58. Memorandum of Conversation!

Washington, July 1, 1977, 1 p.m.

SUBJECT

Informal Meeting of Panama Canal Negotiators

PARTICIPANTS

Panama
Ambassador Romulo Escobar Bethancourt
Minister Aristedes Royo

United States

Ambassador Ellsworth Bunker
Ambassador Sol M. Linowitz
Anthony Hervas, Interpreter

BUNKER: We have just had a meeting with a number of Senators
and General Brown, the Chairman of the Joint Chiefs of Staff, came
along with us and he did very well in his presentation.? I feel he made
a good contribution and offered useful insights on the status of the
negotiations.

ROYO: I wanted to tell you that Ambassador Escobar and I, as
well as the members of our Government and General Torrijos himself,
who called us to let us know, are very pleased with President Carter’s
statement on the Panama talks.?> General Torrijos is especially pleased
with the reference that President Carter made to the economic aspects
as part of the solution that we have to find to the treaty.

ESCOBAR: Last night we had a long talk with President Carlos
Andres Perez of Venezuela. It was a very profitable conversation, not
only because President Perez has been a consistent supporter of Pan-
ama, without any vested personal interest, but also because he is an
individual of great political experience and of high stature in Latin
America. President Perez told us that in his talks with you* as well as
with President Carter he had transmitted his own concerns as well as

1 Source: Department of State, American Embassy Panama, Panama Canal Treaty
Negotiation Files, Lot 81F1, 1964-1977, Box 127, POL 33.3.2/Compensation 1977. No
classification marking. The meeting took place over lunch at the F Street Club and ended
at 3:30 p.m.

2 See Document 56.

3 Presumably a reference to Carter’s June 30 news conference, during which Carter
answered questions on the treaty negotiations and expressed his hope for a successful
conclusion by summer. For the text of the question and answer exchange, see Public
Papers: Carter, 1977, Book II, p. 1202.

4 See Document 55.
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those of Panama® and the rest of Latin America, regarding a satisfactory
settlement of the Panama Canal issue. He also indicated the great
difficulties that you and the President have to face here in the United
States. He stated that, in his personal opinion, the President and both
of you were honestly attempting to arrive at an agreement with Pan-
ama. He felt that President Carter was being kept well informed by
you regarding the status of the negotiations. We also told him that we
felt President Carter and you were earnestly seeking a treaty with
Panama. We told President Perez that we were going to have this
private luncheon with both of you and he is aware of the fact that we
would be bringing up matters, which at this time, it is not advisable
to bring up at the negotiating table. He advised us that in discussing
in all honesty and candor the economic issues, that we should not lock
ourselves into positions. I feel that what has brought us here together
today, is our desire to seek a solution to what has been labelled eco-
nomic aspects, but which we really believe are political decisions that
the four of us must reach.

We have seen in recent days indications of an attempt on the part
of the United States delegation to seek a satisfactory solution. The very
fact that they have tried to present a new formula, is in effect important
to us. We are not here to go over the history of our negotiations
regarding that aspect which refers to what Panama expects in terms
of economic compensation.® We have done so repeatedly at the negoti-
ating table. For instance, we are aware of the formula suggested under
which as a result of a twenty-five cent increase in the toll additional
revenues would make possible annual payments to Panama in the
order of $45 million. We have already indicated that we find that that
is too little, and that we expect a formula will be developed in the near
future to make that amount larger.”

On the other hand, Mr. Cooper and Mr. Solomon are meeting with
Mr. Gonzalez and Mr. Barletta to try to see how the U.S. can support

5 More information is scheduled for publication in Foreign Relations, 1977-1980, vol.
XXIV, South America; Latin America Regional, 1977-1980.

6 See footnote 2, Document 52.

7 Barletta, Gonzalez, Cooper, Solomon, and Arias met for 2 hours on June 30. At the
meeting, Cooper and Solomon suggested that a corporation be formed to institutionalize
revenues received from the canal Entity, which would include 25 cents per ton payment
from tolls and any interest currently paid to the U.S. Treasury. The U.S. canal principal
(approximately $369 million) would be converted to shares. The Americans suggested
the Panamanians operate the corporation. The Panamanians were intrigued by the con-
cept but considered the annual payments too small. It was agreed that the Americans
and Panamanians would explore what USAID could do regarding Panama’s develop-
ment plans. (Memorandum by Bunker, July 1; National Archives, RG 59, Official and
Personal Files of Ambassador at Large Ellsworth Bunker, Lot 78D300, Box 8, Chron July-
Dec 1977)
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our economic development. This is based on the thesis that it is appro-
priate to provide aid to a friendly nation and in fact an associate who,
in the future, would be responsible for the administration of the Canal.
It is in your interest that that be a wealthy country. Therefore, what is
of interest to us is to seek all formulas that we can take back to Panama
and that can be subject to discussion during the meetings that we will
be holding during the course of the next week.

ROYO: There is an important point that I want to make. It is that
we have not come here today to discuss figures with you. I would like
to precede my comments with the following remarks. Dr. Escobar and
I are not negotiating here in the United States, because we are the best
lawyers in the country or because we are the best patriots in Panama.
We are negotiating here because General Torrijos selected us as part
of a group to come to negotiate with you. But more specifically, Dr.
Escobar and I have been selected because we will be the ones responsi-
ble for defending the treaty in Panama. The defense of the treaty in
the United States will involve explaining it to Congress, presenting it
to the press, and convincing a certain sector of American public opinion.
For us the defense of the treaty involves something further. It means
that we will have to meet in public plazas or squares, in the meeting
halls of universities, in union halls and address workers and speak to
students, as well as appear on TV panels and answer questions from
our enemies. These enemies will try to portray themselves as greater
patriots than we. Now, why have Dr. Escobar and I been selected?
Because both of us were student leaders. Dr. Escobar for more years
than I but in addition we were selected because none of us has been
a Congressman nor a cabinet minister nor a high-level official in any
previous Panamanian government. This means that we start with a
cleanslate. As aresult, and I hope you excuse the false modesty implied,
because of our credibility as leaders. It is this credibility that will make
us more effective when we confront workers, farmers, and students,
and take up the defense of the treaty that we will sign with you. Dr.
Escobar has been rector of the University of Panama for five years. In
that university he had all kinds of elements, Maoists, Castro-commu-
nists, capitalists, and all other representatives of the political spectrum.
On the other hand, I have been Minister of Education for three and
one-half years and I am sure you are well aware of what it means in
Latin American to be a rector of a university or a Minister of Education.
It is indeed a very different proposition from what those positions
entail in the United States.

Dr. Escobar and I have firmly decided that upon our return to
Panama when the treaty is agreed, we will assume the responsibility
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of selling the treaty, of disseminating information on its value and we
shall do so by telling the whole truth. We will be reporting on the
good things in the treaty and I feel sure that in five minutes you could
prepare a list of those things, as well as the bad things, something on
which we could also prepare a list in less than five minutes. We natu-
rally assume that you will also be talking about the good things in the
treaty and we are well aware that Congressmen will be pointing out
the bad things in the treaty. Within that framework of explaining the
treaty by telling the whole truth about it, we feel we will be facing
great difficulties. The question that arises is whether we will be able
to defend before our people a treaty, simply by explaining what the
achievements are in contrast with those other matters that are not that
favorable, and that in fact hurt the people of our country. Machiavelli
in his book “The Prince” stated that the people are quick to forget their
gratitudes for the positive things that their governors have provided,
yet they always maintain their claims to the unfulfilled promises, and
it is the latter that they always remember. In other words our people
would not be looking so much upon what we got for them under the
treaty as to those things which we did not get for them. It is our wish
to strike a balance between the good and the bad in the treaty and
maybe this can be accomplished by achieving the “ugly” that is to
say through money. This is because our people are still affected by
malnutrition and there are considerable social needs that the govern-
ment yet has to meet, and funds are necessary to find solutions to
those pressing problems.

Itis very difficult for us, and we plead with you that you believe our
sincerity, to present the argument which says: In the area of Panama’s
economic aspirations, we have obtained an increase in the tolls that
ships will have to pay for transitting the Canal; we have also obtained a
greater margin regarding long-term financing of loans for development
projects. These loans are debts that have to be paid back. We have also
heard about possible cooperation between the two countries as outlined
by Mr. Solomon and Mr. Cooper, but all these refer to possibilities to
obtain more financing. These deal only with certain economic aspects,
but not with those that Dr. Escobar and I feel constitute actually a
political issue that requires a political solution. We have to bear in
mind the argument that with the military bases staying in Panama,
this could justify economic compensation to our country for the use
of such bases. Therefore, we would like to find out whether it would
be possible to find some kind of a formula of a mixed or ambivalent
nature which could serve the U.S. Government in the sense that it
could avoid stating that it was giving economic compensation, a matter
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which we understand is very difficult, and at the same time would
serve us, and allow us to say that for the use of the airspace the military
installation, and some other privileges, over the next 23 years, our
country could obtain some benefit.

ESCOBAR: That is the general framework of the ideas we wanted
to present to you. We know that the matter of an annuity is one which
can be satisfactorily arranged by the economists of both countries. We
also know that the United States, in fact, would help considerably in
the economic development of Panama. It would do so with pleasure
because it is a country which believes in development. The political
problem for us is to find through some formula, through some avenue
the solution which will make possible the approval of the treaty by
the Panamanian people. We must receive some cash amount before,
or at the time of, entry into force of the treaty. Let me explain why.
At the time the treaty goes into force, we will not be otherwise in a
position to produce an immediate reduction in unemployment. We
will not be able to solve some of the basic needs of our country. This
our people will not understand and they will reject the treaty. On the
other hand, with the adoption of our own emergency plans, we could
create favorable conditions and favorable attitudes regarding both posi-
tive and negative aspects of the treaty. We have an immediate need
to satisfy economic problems in our country. We are not trying to say
what sum this should be. That could be worked out as we progress in
the negotiation of the treaty. The money is not important to General
Torrijos nor is it important to us. It is important from the political point
of view in the context of having the treaty approved.

We confront a difficult problem of attitude in our country. We
might present to the people of our country all the documents we want
signed by the highest authorities in the United States, yet our people
will feel frustrated because they believe that the U.S. will not live up
to those commitments. That is the interpretation people give to your
actions in our country. People do not believe in what we are doing
and they say that anything we sign with the United States is going to
be worthless because they do not trust the U.S. I am sorry to say so,
but I have to be frank and that is the atmosphere that exists in our
country. Therefore, there must be some way for our people to really
see that the United States is serious in its negotiation with the United
States and the only way to demonstrate it to them is with money.
Money that we can use to provide employment, health, and schools.
These should be funds that are not subject to programs, but to use at our
own initiative. When the people of our country hear about a program
of loans, they feel much resentment. They do not understand such a
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program and they do not like it. We know better, and we realize that
these programs can be useful. Yet our people don’t understand these
programs and they want to see something more concrete. This is what
we need to present a treaty that will be approved. We must make
efforts now to find the way to return the faith of our people so that
they believe in the possibility of better relationships with the United
States. In order to do so, we cannot proceed from theory to reality or
from hope to material realizations, but on the contrary, we have to
start from reality and we have to start from material accomplishments.

I must also say that General Torrijos is the only person who has
managed to hold things under control in Panama. In our country we
have many individuals who have been trained in Cuba, in North Korea,
in China and in the Soviet Union. However, we have managed to
contain them for many years. We feel that when those individuals who
are now restrained are released, the outcome might be more costly to
the United States than would be the economic or cash compensation
we are seeking now. We might reach a time when it is not possible to
control those elements in our society any longer. That is why we ask
the two U.S. negotiators, that they don’t allow that current of opinions
to overcome the present Government of Panama, because though it
would be very hard on Panama, it would be much more costly to the
United States. These individuals could paralyze the Canal operation
at will in spite of the efforts of our government. You are well informed
of their existence, we have always communicated with you whenever
they have been arrested or whenever they have planted in the Canal
Zone or when they have attempted to interfere with the operation of
the locks. It is for these reasons that we want to find a solution to the
problem that we face and reduce the possibility of having the country
fall under another type of regime. These threats are true facts of life
in Latin America.

In other words our question, which we are posing to both of you
now, is the following: Is it possible to undertake a search for some
formula without immediate reference to an amount in dollars, that
would permit the Government of Panama to handle a sum of cash,
which would make it feasible for the treaty between the United States
and Panama to succeed, or do you feel it is not going to be feasible to
find such a formula? I very frankly have to say that we are going to
have very hard and difficult meetings during the course of the next
week when we return from Panama. We must be able to say that the
economic arrangements do not depend exclusively on income derived
from tolls or on financial loans. We must be able to say that it will be
possible for the Government of Panama to handle a certain amount of
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monies in cash. If you really feel that this is going to be impossible,
please tell us. We will quote you at our meetings in Panama. I feel that
if this is the case, I will not dare continue negotiating with the U.S. on
this matter.

LINOWITZ: Just for purposes of clarification, I would like to ask
a question. You have said, if I have understood you correctly, that you
were confident that it would be possible to agree on an annual payment
under the terms of the treaty. That somehow a formula could be found
to get approval for this concept.

ROYO: The figure you quoted was low. However, this could be a
possible avenue.

LINOWITZ: That is to say if we could agree upon so many cents
per ton?

ROYO: That could be a part of the economic package.

LINOWITZ: You heard President Carter’s statement yesterday.®
Those are our instructions, and that is why it is important for us to
know your answer to my question. Can we say that our Panamanian
friends have assured us regarding the annual payment?

ROYO: Not with respect to the amount.

ESCOBAR: We are not here to discuss quantities.

LINOWITZ: However, we must know whether we are within the
range.

ESCOBAR: As a starting point the answer is yes.

ROYQO: If, in addition to the figures that you gave us with respect
to certain toll values—it were not the only one and we could find other
sources, then the figure is within the range of the reasonable. However,
it would be crazy for us to say that if an increase of twenty-five cents
might produce $45 million, then an increase of $1 or $2 or $3 might
produce $200, $300, or $400 million; it would be unacceptable to follow
that kind of reasoning.

What we came here to find out is whether there might be any other
formula, not necessarily one using income from tolls. In that case then
we would be within what you call the range.

BUNKER: Are you talking about sources outside the terms of
the treaty?

ROYO: That doesn’t matter to us.

LINOWITZ: However, it is very important for us. It is of the utmost
importance to us to know whether you accept that concept within the

8 See footnote 3 above.
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context of what is possible within the terms of the treaty. This is the
question that we will be asked, and we need a reply to that question.

ESCOBAR: 1 want to make two statements. First, that you and
Ambassador Linowitz appear to be very shocked. Secondly, that you
need not be shocked. You know as a good lawyer, that in a treaty,
certain issues can be stated concretely and others can be stated in
generic terms. This arrangement can be worked out in another docu-
ment. And I trust that we have the time and the imagination to find
such a formula.

LINOWITZ: If we are asking you this question, it is because we
will be asked this very same question by individuals who are not good
lawyers. They will ask us what did you accept in the treaty.

ROYO: As a courtesy to us, we want to ask you, our colleagues,
not to place us in a quandry, not to corner us and leave us no way out.

LINOWITZ: I understand that you do not want to commit your-
selves now.

ROYO: Not regarding any amount, only regarding an agreement
on seeking a formula to satisfy our request.

We have not come here to discuss between the four of us all of
the economic aspects. However, formulas must be found. Those formu-
las will not be found by the economic team. They will study the financial
arrangements, the specific economic development plans and will advise
us on quantities. Yet, here we are dealing with a political issue and
that is to try to find a formula.

LINOWITZ: Are you telling us you are satisfied that we can find
a solution to the economic issues?

ESCOBAR: Not exactly. Regarding the annuity, if it were to be
increased, the concept is acceptable. However, other economic aspira-
tions remain and we have to find formulas following different criteria.

ROYO: We want an answer to the following question. Are you
ready to find a different formula to those that have been presented to
satisfy the concepts that we have explained to you during our lunch?

LINOWITZ: It is now rather late, and we will have to leave by 3:15
this afternoon.

ROYO: We do not expect a formula to be evolved now. But we
want to know whether there is a will to find a formula and we are
aware of the fact that you have imagination and great experience and
great knowledge of the U.S. Government, especially Ambassador
Bunker has many years of experience in the U.S. Government, and this
remark is not intended as an offense to you, Ambassador Linowitz,
but we should tell you that though we don’t expect to hear any figures,
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any amounts, today we do wish to know whether there is a will to
find a formula so that we can go back to Panama, and quote that
Ambassador Linowitz and Ambassador Bunker are working in search
of a formula that will not imply a possible denial by Congress, and
that you will do so while we are consulting in Panama.

ESCOBAR: We are going back to Panama and we are going to be
asked the following question. Is the U.S. ready to give an amount in
cash to Panama and we are not asking you to name that amount, in
order to solve the problem of the treaty, or is this not the case. We
pose this question in the context of the problem of the military bases.
The answer to this issue we feel is crucial at this meeting.

ROYO: If we go back and present a formula that includes only
income from the tolls and the possibility of loans, I do not think we
can return. In fact, I know it.

BUNKER: We will try to work something out with our economic
team.

ROYO: However, the economic team appears to be operating with
limitations. Regarding the intent, they are only looking at financing
loans and with very little money at that. Yet, that is not why we are
here. It is the political problem we are presenting here which is the
real one we have to deal with in Panama. To give you an example, we
have been told that some thought is being given to some kind of
corporation with a capital of $360 million. That the Panama Canal
Company owes the U.S. Treasury a certain amount. With this amount
ajoint or mixed corporation could be created. The U.S. could contribute
the Panama Canal Company debt and Panama would contribute its
natural resources and its geographic location. The joint corporation
with income from the tolls, plus a yearly amount that the Panama
Canal Company owes the Treasury could provide a figure of about
$65 million. This amount resulting from tolls and income from the
Panama Canal Company owed to the Treasury, could be used for
economic development projects in Panama. It would, in addition, serve
to obtain funds in the international monetary market. This has been
one of the possibilities that has been stated.” However, this does not
solve the problem that we are bringing up today. Namely, the matter
of a cash compensation for the presence of military bases during a
period of 23 years after the date of entry into force of the treaty. We
sincerely believe that it would be possible to find some kind of formula
that would accomplish this and would be acceptable to the U.S. The
answer to that question is the one that we will need when we return
to Panama to answer the first and the last question that will be posed.

9 See footnote 7 above.
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BUNKER: The formula would apply to the military bases?

LINOWITZ: Which of the following two are you suggesting? A
lump sum in advance as payment for military bases during the life of
the treaty, or yearly payments?

ROYO: It would be in the manner of compensation from the day
of entry into force for the 23 years during which there would be mili-
tary bases.

BUNKER: Would it be a yearly payment or a lump sum payment?

ESCOBAR: That is something that our economic teams can work
out. What we must answer is whether we are going to submit a treaty
that will be accompanied by a cash consideration or that will not have
such a characteristic. I feel that ways can be found and we must explore
them either now or later but we must take back to Panama an answer
to the effect that you are willing to consider the possibility that Panama
receive a cash amount.

ROYO: The principal question is whether it will be possible to
devise a formula that takes into account not only tolls and financing
but also a cash payment.

BUNKER: This is something that Ambassador Linowitz and I will
have to raise. We are willing to raise this question.

ROYO: For us, that is a response. That you will undertake internal
consultations to this effect. We in turn will wait for the outcome of
your consultations. I personally feel that it should not be very difficult
to find a formula. I would like to know with certainty that our explana-
tion has been clearly understood, that we have been clear in our presen-
tation and that our points are understood by you.

LINOWITZ: Yes, your points are clear. Yet, you should know that
we will be asked what is the rest of the agreement with our Panamanian
friends on issues of economic compensation. What else is involved in
the terms of the Treaty? If we are to seek some formulas, we must
know whether there are still other economic problems pending. And
that is why we needed you to be more specific. Otherwise it would be
harder to get an answer.

ROYO: The entire Panamanian negotiating team will now go to
Panama and will work on all the issues. We cannot be very specific
regarding the tolls; regarding whether the twenty-five cents is okay,
or the $34 million in 1978, or the $45 million average. However, we
shall be discussing these issues.

We cannot be more specific regarding the problem of the corpora-
tion. Nor can we be more specific on the issues which are being dis-
cussed by Mr. Solomon and Mr. Cooper with Mr. Gonzalez and Mr.
Barletta. However, we will study those points also. On Monday, July 11,
they are going to have some talks and these matters will be discussed,
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including references to the quantities involved.'” Yet we are insisting
that those two should not be the only two alternatives. That we must
find another alternative to save the treaty. We cannot be specific now
as to the quantity, nor do we want to be. Because we would wish the
United States to propose the amount. How much you believe would
constitute a dignified cash consideration for Panama. We don’t want
an answer today.

One point which is of great importance is the form or manner in
which you undertake your consultations. If you state that in addition
to the $45 million from tolls and the financing formulas agreed, should
Panama receive anything in addition, then the persons you talked to
will respond negatively. However if you consult them in terms of
considering not only income from the tolls or financing plans but what
other solution to Panama’s economic problems can be provided in view
of the presence of the United States military bases in Panama for 23
years, as well as other privileges, and whether this would not justify a
decision of the United States Government to offer a just and reasonable
compensation, then the persons you consult will respond affirmatively.
As far as we are concerned, it all depends on the manner in which
Ambassador Bunker and Ambassador Linowitz undertake the consul-
tations and present the concerns and the message that Panama wishes
to see transmitted.

ESCOBAR: In closing I would just like to add one more sentence.
The more generous you are with the Government of Panama regarding
the cash consideration, the more capable we will be on the other hand
to deal with the problems of the annuity and the financing programs,
and vice versa.

LINOWITZ: Two brief points. First, as Ambassador Bunker has
stated, we will raise the question fairly. You can rest assured that you
have no better friends or stronger champions for your cause than we

10 Negotiations resumed the week of July 11-15 and focused on economic arrange-
ments and lands and waters. In a July 15 memorandum summarizing the negotiations,
Dolvin wrote that the Panamanians reduced their economic demands to a lump sum
payment of $460 million in cash, $150 million annual annuity, and help in refinancing
their debt and securing loans for development. On July 14, the U.S. offered an annual
annuity based on 30 cents per Panama Canal ton. A package derived from meetings
with Cooper and Solomon was agreed to: $200 million loan from the Federal Finance
Bank, $100 million Export/Import Bank loan, possible guarantee for the Panama National
Bank to borrow $20 million from OPIC, and a USAID housing guarantee program loan
of $75 million over 5 years. At a July 14 lunch meeting between Bunker, Linowitz,
Escobar, Gonzalez, Royo, Barletta and Contreras, the Panamanians suggested: an annuity
based upon 50 cents per Panama Canal ton; any savings from reduced expenses in the
operation of the new Canal Authority be paid to Panama; Panama Canal employees pay
an income tax to Panama; an increase in Export/Import bank commitments; and that
Vance designate Panama for special assistance. (Washington National Records Center,
IA Region Files, 1974-1979: FRC 330-87-0068, 1976 Update Memos Negotiating Round)
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are. You can trust us to present your point of view. Secondly, and this
is a personal matter, yet I feel I should mention it to you in all fairness,
in another five weeks my Ambassadorial appointment as negotiator
comes to an end. Between now and the tenth of August when the
appointment ends, I will be able to help you along on this issue. I just
wanted you to know that it is a six-month Presidential appointment
that I am serving under and I wanted to make you aware of the fact
that it cannot be extended. Until then I will be with Ambassador Bunker
ready to help you.

(LUNCHEON MEETING ENDED AT 3:30 P.M.)

59. Memorandum From Secretary of State Vance to
President Carter'

Washington, July 8, 1977

[Omitted here is information unrelated to Panama.]

2. Meeting with Messrs. Bunker and Linowitz: I met today with Messrs.
Bunker and Linowitz to discuss the current state of the Canal discus-
sions which resume on Monday.? Since the last meeting of the negotia-
tors there have been meetings between the Panamanian experts and a
group of experts on our side (which include Dick Cooper, Tony Solo-
mon and Ted Van Dyke of AID), to discuss questions relating to possible
economic assistance.® Our people will complete their analysis this week.
The big issue which is now being raised is the Panamanian demand
for payments related to our use of military bases during the term of
the Canal treaty, i.e., from the date of approval of the treaty until the
year 2000. I told Ellsworth and Sol that this would raise very difficult
problems with the Congress and we would want to consider any sug-
gestions which they might have only in light of an overall assessment
of the total economic consequences of the new Canal agreement.* I
asked them to put together a paper on this next week and said that

! Source: Carter Library, National Security Affairs, Brzezinski Material, Subject Files,
Box 18, Evening Reports (State), 7/77. Secret. Carter initialed the memorandum and
wrote: “Cy.”

2 July 11.

3 Norecord of meeting minutes has been found. See footnotes 7 and 10, Document 58.

4 Carter wrote in the left margin: “This will make Congress approval almost
impossible.”
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we put this into the NSC so that you will have a chance to take a look
at the facts and get our recommendations.”

[Omitted here is information unrelated to Panama.]

5See Document 69.

60. Action Memorandum From the Assistant Secretary of State
for Congressional Relations (Bennet) to Secretary of State
Vance'

Washington, July 14, 1977

Panama Canal Hearings by Senator Allen’s Judiciary Subcommittee

Issue for Decision

We must designate a Department representative to testify July 22
at an open hearing on the Panama Canal being held by the Senate
Judiciary Subcommittee on Separation of Powers chaired by Senator
James Allen (D-Ala.).

Background/Analysis

Senator Allen has invited you, Ambassador Bunker, and Ambassa-
dor Linowitz to testify at this hearing. (His letter to you is attached.)?

The announced purpose of the hearing is to examine the constitu-
tional authority of the Executive to dispose of US Government property
and territory by means of a new Panama Canal treaty. However, it is
clearly an attempt by treaty opponents, who dominate this Subcommit-
tee by a four-to-one margin, to publicize the case against a treaty in
the final crucial stage of the Canal negotiations.

While we cannot avoid providing a witness, it is essential to mini-
mize the exposure which the hearing receives and to limit the opportu-
nity for the Committee to delve into the treaty negotiations in an open

1 Source: National Archives, RG 59, Central Foreign Policy File, P770138-0754.
Limited Official Use. Drafted by Beckel and cleared by Hansell, Moss, and Guthrie.
Vance’s initials are stamped on the memorandum.

2 The letter, dated July 5, is attached but not printed.
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hearing prior to the conclusion of a new treaty. This view is shared by
the White House staff, the negotiators, and the Defense Department.

Invitations have also gone to two Defense officials—Canal Zone
Governor Parfitt and General Macauliffe, who heads the Southern Com-
mand. Defense intends to provide only Governor Parfitt, who will
appear with the understanding that his testimony will be confined to
factual data on Canal operations and will not enter into the negotiations.

I believe that the best solution would be to have Legal Adviser
Herbert Hansell appear as the Department witness. This choice can be
justified on the basis of the subject of the hearings. It will also facilitate
confining testimony to the legal/constitutional issues and avoiding
discussion of the negotiations. In addition, it will provide less of an
incentive for media attention than would an appearance by you or the
negotiators. The negotiators and L concur in this view.

Recommendation

That you authorize us to inform Senator Allen that Legal Advisor
Hansell will be the Department witness at the hearings, with the under-
standing that he will testify on the legal/constitutional issue and will
not address the substance of the negotiations.?

APPROVE

DISAPPROVE

3 Tarnoff indicated that Vance approved the recommendation on July 16.
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61. Memorandum From Secretary of State Vance to
President Carter'

Washington, July 15, 1977

[Omitted here is information unrelated to Panama.]

6. Panama: Prospects for reaching early conceptual agreement on
a treaty dimmed somewhat this week as Panama continued to insist
on an unacceptable high level of economic payments from the United
States and reopened, in some significant areas, the question of lands
and waters involving the military sector. On payments, Panama, while
showing some flexibility, continues to demand benefits substantially
beyond the Canal’s revenue generating capacity.” Panamanian and U.S.
representatives have had useful talks and are continuing to explore
various possibilities. Panama’s attempt to reopen several areas of the
lands and waters issue stems from Panamanian National Guard efforts
to assert a need for larger military areas to strengthen joint defense
operations.® Bunker and Linowitz are continuing their extensive consul-
tations with Congress.

[Omitted here is information unrelated to Panama.]

1 Source: Carter Library, National Security Affairs, Brzezinski Material, Subject Files,
Box 18, Evening Reports (State), 7/77. Secret.

2 Carter highlighted this sentence, underlined “beyond the Canal’s revenue generat-
ing capacity,” and wrote in the left margin: “We will break off talks if they insist on
this. I would not try to sell it to American people.”

5 In telegram 4930 from Panama City, July 8, Jorden reported that Contreras had
entered the negotiations to ensure that defense-related issues were resolved to the satisfac-
tion of Torrijos and the Guardia Nacional. (Department of State, American Embassy
Panama, Panama Canal Treaty Negotiation Files, Lot 81F1, 1964-1977, Box 127, POL
33.3.2/Land and Water July 1977) On July 12, Contreras presented a new lands and waters
position which contained far reaching changes to the current position. He requested to
have a number of additional sites and areas be turned over to Panama as a result of the
treaty. On July 15, the Americans responded to the new position by rejecting nearly all
of the Panamanian requests, which displeased Contreras. The memoranda of conversa-
tion for the July 12 and 15 negotiations with Contreras are in the Department of State,
American Embassy Panama, Panama Canal Treaty Negotiation Files, 1964-1977, Lot
81F1, Box 127, POL 33.3.2/Land and Water July 1977.



October 6, 1976-September 9, 1977 207

62. Letter From President Carter to Senator Thurmond!

Washington, July 20, 1977

To Senator Strom Thurmond

Thank you for your letter of June 15.% I agree that the Panama Canal
retains strategic and commercial importance for the United States. I
also clearly understand the concern that you and your colleagues have
expressed about negotiations on a new Panama Canal treaty, and I
respect the military judgments of the four former Chiefs of Naval
Operations.> My goals are the same—to preserve unfettered access to
the canal for our naval and merchant fleets. But I believe that the
prospects for attaining those objectives are poor if we simply insist on
maintaining the status quo.

We are negotiating because we want to protect our basic national
interest in Panama—a canal that is open, efficient, secure and neutral.

Iintend that the new treaty will specify that the United States will
operate, maintain and defend the Panama Canal for an extended but
finite period of time. After the treaty’s termination, the United States
and Panama will ensure that the canal remains open to the ships of
all nations on a non-discriminatory basis. These provisions will be just
as binding as are those of the treaty presently in force between the
United States and Panama.

Sincerely,

Jimmy Carter

! Source: Carter Library, National Security Affairs, Staff Material, North/South, Box
39, Pastor, Country, Panama, 7/77. No classification marking. Identical letters were
sent to Senators Byrd, Helms, and McClellan on July 20. (Ibid.) In a July 20 covering
memorandum forwarding the letters to Carter for his signature, Brzezinski explained
the Department was preparing a “more detailed and specific set of counterarguments
to specific points raised in the letter to you.” (Ibid.)

2 See Document 51.

3 See footnote 2, Document 51.
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63. Memorandum From the President’s Assistant for National
Security Affairs (Brzezinski) to President Carter!

Washington, July 21, 1977

SUBJECT
Whither a Panama Canal Treaty?

The Canal Treaty negotiations have reached an impasse, and unless
there is a breakthrough soon, we will not be able to complete a treaty
in time for Senate ratification by early 1978. If we permit the treaty
negotiations or ratification process to extend beyond March 1978, the
issue will get entangled in the campaign, and ratification might prove
impossible.

Our negotiators have proposed the following economic conces-
sions, which would be apart from a treaty:

1. The interest payments—$18 million (which will serve as security
for a loan of $200 million.)

2. An Export-Import Bank pre-commitment to loan approximately
$100 million.

3. An OPIC loan guarantee of $20 million.
4. An AID package of $80 million over five years.
5. Increased taxes on U.S. employees.

This package has not been put forward as a formal proposal, but
the problem is that it still does not come anywhere near satisfying the
Panamanians, who have asked for $150 million annually and $465
million in a lump-sum payment. While not enough for Panama, this
economic package may, I fear, already be much more than what the
Congress will accept.

I recommend that a meeting of the National Security Council be
convened as soon as possible to consider the proposals on economic
concessions, to review the final negotiating instructions and provide
guidance to the Negotiators, and to decide on a final strategy for
completion of the treaty. If we have indeed reached an impasse, then
the options for trying to break it include:

e A phone call from you to Torrijos.

® A phone call from you to Presidents Oduber, Perez, and Lopez
Portillo (of Costa Rica, Venezuela and Mexico, respectively).

! Source: Carter Library, National Security Council Institutional Files, Box 63, PRC
027 Panama 7/22/77. Secret. Sent for action. Dodson wrote: “Mrs. Dodson’s ofc notified
per Rick Inderfurth 7/21” on the memorandum, which was initialed by Carter.
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* And/or a meeting between Ambassadors Linowitz and Bunker
and the Ambassadors from Costa Rica, Venezuela, Mexico, and Colom-
bia to convey the urgency of the negotiations and solicit their help.

RECOMMENDATION

That a meeting of the National Security Council be called to con-
sider final negotiating instructions and strategies.?

2 Inderfurth wrote at the end of the sentence: “Or a PRC under Vance,” and “N.S.C.”
to the left of the recommendation. He added a second recommendation: “P.R.C. under
Vance.” Carter checked the approve option for the second recommendation and wrote
“J” beneath the recommendations.

64. Briefing Memorandum From the Assistant Secretary of State
for Congressional Relations (Bennet) to Secretary of State
Vance'

Washington, July 22, 1977

SUBJECT

Gravel on the Panama Canal—Possible Evening Reading

FYI: The negotiators believe the sea-level treaty issue can be detri-
mental to the negotiations.? I am not at all convinced that Gravel’s

1 Source: National Archives, RG 59, Central Foreign Policy File, P770138-2209.
Unclassified. A stamped notation and his written initials indicate Vance saw the
memorandum.

2In a May 5 letter to Carter, Gravel outlined a proposal advocating the delayed
ratification of the treaty and the immediate pursuit of a legislative package that included
an updated sea-level canal study by the U.S. Government. (Library of Congress, Manu-
script Division, Linowitz Papers, Box CL-1, Government Service, Pan Canal Treaties,
Sea Level Canal Proposal, 1977) According to the President’s Daily Diary, Carter met
with Gravel to discuss the Panama Canal on July 13 from 2-2:25 p.m. (Carter Library,
Presidential Materials, President’s Daily Diary) In a July 21 memorandum to Vance,
Bunker and Linowitz argued that backing a sea-level canal would have an overall
negative effect on the negotiations: “First, it would signal a firmer U.S. intention to build
a sea-level canal than Panama now perceives we hold . . . Second, it could very well
cause the Panamanians to question our interest in bringing the present negotiations to
a successful and rapid conclusion . . . Third, the proposal, if it became known, could
also diminish potential support for a new treaty in Congress.” (Library of Congress,
Manuscript Division, Linowitz Papers, Box CL-1, Government Service, Pan Canal Trea-
ties, Sea Level Canal Proposal, 1977)
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approach will pave the way for a treaty on the Hill, although it is
intriguing. One thing is certain, however: We must make sure that all
of us—the President, the negotiators, DoD and State—are singing the
same tune. Otherwise we will certainly be carved to pieces on the Hill.
I believe you should consider talking to the President rather than
writing on this subject. We have a heavy Panama schedule on the Hill
next week—see the attached excerpt® from this week’s legislative report
to the White House—and need to have our position in order.

With that preamble, here is some possible material for the
President:

I had breakfast with Mike Gravel at your suggestion.* He outlined
his proposal for a sea-level canal. His presentation certainly gives one
the feeling that we are spending a lot of energy and I1‘:l>olitic:al capital
on the past rather than on the future as we negotiate the Canal treaty.
Gravel now recognizes, however, that success in the present negotia-
tions is critical to future good relations with Panama.

I am sure Gravel reviewed the Congressional Eicture with you—
particularly his idea that we might sign the Treaty but not seek a two-
thirds vote in the Senate until we have paved the way with some
enabling legislation by majority vote in both Houses. Gravel proposed
a legislative package consisting of the following elements:

—Pension and other labor legislation to reassure the Americans
in Panama,

—Authorization for a $7 million update on the existing sea-level
Canal studies,

—Authorization for the President to transfer lands, so that we
could begin to disengage even before the Treaty is signed,

—Provision for transferring some measure of responsibility for
operation of the Canal to Panama

—Toll increases to help Panama finance the cost of services for
which it will assume responsibility.

Gravel’s legislative strategy may have merit, and we will work out
the implications in detail. He believes the property transfer question
can somehow be buried in an attractive legislative package and slip
by without too much opposition; I am skeptical.

If we handle it creatively, the idea of a new canal in Panama could,
I believe, be helpful in gaining support for a settlement on the old
canal. People may feel more comfortable if they see the possibility that
we and the Panamanians may be building toward a promising joint
enterprise in the future rather than simply disengaging from an unsatis-

3 Not attached.

4In a July 15 memorandum Bennet told Vance that Gravel reported after briefing
Carter on his Panama Canal proposal the President had asked whether Gravel had
briefed Vance. Gravel requested an appointment with Vance and a breakfast meeting
was set for