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FOREWORD

HOUSE OF REPRESENTATIVFS,

COMMrITEE ON INTERNATIONAL RELATIONS,

Washington, D.C., Februar-y 24, 1976.
This report has been submitted to the Comnnittee on International

Relations by a special study mission which traveled to Panama dur-
ing November 1975 to examine the Panama Canal and the status of
treaty negotiations.

The observations and findings in this report are those of the study
mission and do not necessarily reflect the views of the membership
of the full Committee on International Relations.

THOMAs E. MORGAN, Cuumn.
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PREFACE

im NV OVllwre b er ) (o ovebler 2:,, 197,, We iiiidir'to)k a; si iud v
illissioln to tIle RIepulb ilof a allalla, t he plrpoe of wIillch was I ,,lea rn
111or'e Ilx)llt th e I mllilla ( 'allal andw I the status of ieg oil(t nl s for :L flew

Iana Can1al Treaty.
)n rilng our visit we lk ed 1t scores of Pan:nanian and A 1 1 ric P

officials and visited t he facility ie, of the ( 'anal. This brief study ii i ion
proved beiefcial Iand use ful. While so e of our colleague in ( oin

11aV dIissenIt fr'om tIle it Igs nd r'commeat'lionI1s Iin this reprt

We hope tl;lt tllis report Il Wi'lleourige milbells to exin XNHthi iss
careflly and, if need 1e, to travel to P: an:1aa. Without dolul, 0)[

gr'ss Will so4on confront ile important foreign j)oicV sues ua i Lr
the I 1)s1 ( l new treaty. Tlhe better acl I uillite d We are wit the t o ii
Plicated and difficult issues involved, the better we will undertiant

anI promote oll Nationi's best interest.
We were accompanied on this stl(y mission by ihel 1L, Van

DIusen, staff cnisultallt for the Special Submomittee ol Invesiga-
tions of the House International Relations Comm ittee, representative
(if tle I)ep:a-tilelts of State and 1'efes' a I a leiber of tHle White
House National Security Council staff.

We wishl to acknowledge With apprelation the helpful and unifail
inglv courteous support given to us during our visit to Panama bv

many Aml1ericans, botl in) the Enass" ald in the Canal Zone. and )\
several Panamanians. Their many efforts onM olr lehlf ad their gen-
erous gift of timie lade this study l:isi successful. We are indebted
especially to William J. Jorden, U.S. Ambassador to Panania. and
John 1). Blacken. Political Counselor to the Embassy.

The findings and reconiendahtions presented here are our own. We
hope this report is helpful to our colleagues and will t insulate further
interest in this ij )POrtant fol eign policy issue.

Respect fully Submitted.
LEE II. hIMI 1 N,

Ch qirman., Special AXflbomm nt tee on Inme~tigat o ws.
DAvIm R. OBEY.

Conm itter O A p Pp/'/fP ti.
F~ERIARtaY 1976.
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I. CONCLUSIONS

The following conclusions emerge frm r i 11 ip:

1. If a new treaty is not negotiated, American interests in the
Canal will be jeopardized.

Tile choice for tihe I'nited Sta es oi lilaa (:inal iSne i5 1n0
the choice bet ween a new t reaty and the present N neay. ut a eloie
between new reaty and what will happen if we fail towhieVe hew
treatv.

A IICw treaty is the uitist prawtical way of protect ing American
interests. The greatest danger to the nat onal interests of he I nite
States woul be a conti ion of te i eent I nat I. If then. is Io
new treat y we run grave risks, including danwe to the Canal or
even closure of it and harm to broad Amnerican political nd111 economic

I te rests.

2. A new treaty arrangement between the United States and
Panama for the defense and operation of the Panama Canal is
required if the United States is to have good relations in Latin
America since Latin American countries see a new treaty as a
test of our attitudes toward the entire hemisphere.

Americans make a gra ye mNiistake if they see the C ami ; as only aI
problem bet wet ii the flnitedf States and Panama.

3. A new treaty is also required for the continued operation of
an open, safe, efficient Canal.

If a new treaty is not negotiated. we cai reasonably eXpet both a
deterioration of our relations throughout the hemi-phere and real
dangers to the continuous operations of the Canal.

4. The timing of the negotiations is very important.
Most Panamnian officials appear willintr to di tlerentiate bet ween

concluding negot iat ions for a d ra ft t treaty and rat ificat ion of t hat
treaty in the .S. Senate and the holding of a referendum in Pn;1 a
on it.

While they ma v be willing to wait until after the Anwrican lec-
tlions for t he presentat ion to the congress s of a draft T rea 1 hey a re
less willing to accept long lelays in t wing to reach agreement on a
draft treat., The more we dIelay or' attemp1 t to frust rate negotiations
for a treat v. t ie greater the likelihood th t negotiations will stall and
that the parties on both sides will be forced into extreme st atenwnt,
which wNill make the situation more dangerous ani the isnes more
difficult to resolve.

(1)
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5. A treaty which is mutually beneficial for the United States
and for Panama should include the following elements:

(a) It should replace the existing 1903 treaty with a new relation-
ship which:

(1) Gives the United States primary responsibility for the de-
fense and the operation of the Canal for an extended period dur-
ing which Panamanians will play an increasing role in the opera-
tion and, eventually, the defense of the Canal;

(2) Insures the continuation of an open, efficient, and secure
Canal which is available for the trade and commerce of all states;
and

(3) Gives Panama its appropriate political, economic, and jur-
isdictional role in what is now the Panama Canal Zone.

(b) A new treaty should guarantee for American residents of the
Canal Zone and employees of the Panama Canal Company job security
for their working lifetimes and normal benefits thereafter. A treaty
should also seek to offer Canal Zone residents a lifestyle comparable to,
in as many respects as possible, their current life situation in a region
now totally under U.S. jurisdiction.

(c) It should acknowledge Panamanian jurisdiction in the Canal
Zone (although for the duration of the treaty, it would guarantee and
specify the right of the United States to use lands, water, and airspace
which may be necessary for the defense and operation of the Panama
Canal).

(d) It should provide Panama with a just and equitable share of
the benefits derived from the operation of the Canal and any auxiliary
services.

(e) It should also provide adequate authorities and procedures for
making improvements on the Canal, and for determining tolls. It is
assumed tolls may increase substantially in the coming years, reflect-
ing inflation, increased operation expenses, and abnormally low tolls
in the recent past.

6. While the Panama Canal is not as important strategically
as it once was, it remains a valuable economic and military asset
to the United States.

During the Vietnam war, it served as an important logistical artery.
Many of the defense functions currently performed in the Canal Zone,
however, could either be performed efficiently and effectively else-
where, or be eliminated or consolidated.



I. RECOMMENDATIONS

1. The debate over a new treaty in the United States should
concentrate on what is at stake for the United States.

Many opponents of a t reaty focus h vrgely on mtablc legal aspects
of the issue, claiming 1he IPiana (anii is so (reign t . territory.
just like Alaska or ot her parts of t he iimted Nates. In fact. I le I-nited
States has neither uwiu exiiip nor soem o/ty in the Ihanaina ( Suna.
Rather, the 194)3 treaty gave us ry/its. Tliose rights are in jc(pardy
now because over the last several (de;lles I 'anniiiVs am- i en--
ingly objected to their country being cut in half by a 1trip of land
where Americans have exclusive rightsAand where .\merican hi\ uIle.

It is not difficult to imagine how Americans woul feel i f thi lnitcd
States were forced to tolerate the exier.e of a 1B) 11le-wi e - ri p of
land on each side of the Mississippi River whicb '\ 1 under the jiri-
diction of a foreign power. We would not tolerate such a part it win and
neither will the PanI nanians contain e to awc-ept it.

sovereignty and ownership are not at stake for us in tli Ialia
Canal. We have never ala either. The only sure corle to pIvn
rights in the (anal Zone is to work wit h the Pauania nian t o liegotite
a new system of relationships which can all1)\ for the cont inued ejiW-
cient and secure operations of the ('anal. The present t reat y does not
insure either a safe or a secure Canal, given Panamnian opPosition to
the present treaty.

2. While it may not be possible to reach agreement on all sub-
stantive issues in a new treaty before the 1976 elections,. earnest
negotiations should continue in an effort to resolve the major
outstanding issues and reach agreement on a draft treaty.

Such a course is preferable to waiting ani dri fting. The iea I u tio
is whether Panananians, who are being prox oked Vy anth i -.i\meca
groups, will patiently await the results of ori elect ions and -ublWi ent
ratification of a treaty.

3. Supporters of a new treaty must work to educate the Ameri-
can people and Members of Congress about the need for it.

To date, most of the discussion has coiiie from opponents to a new
treaty who wish to preserve the 1903 treaty and the rights t hey feel
were guaranteed by it.

Three groups must be particularly ,ctx e in support of a new I r1V:
(a) The executive branch - particularly the State lcpar. iint

Defense Department. and the White L1ouse mat 1 (rk to '-11ii
the merits of a new treaty. Spokesmen of all three groi'p1 shoiibl
leave adequate time to discuss Ihe )rtPose( treaty w)t before the
Congress and the American p)eopl.

(h) Mellbers of Congres- who support a lnw reatv need to
explain to their colleagues the importance of concluding a new
treaty and to indicate w'hv a treaty is neeliel.

(c) Other Americans, e)kp1chily those with important bu
ness interests in Panama and Latin America. whI e tl ihe

(3)
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for a mutually beneficial treaty, must become better organized,
better led, and more vocal. The recent resolution of the U.S.
Chamber of Commerce supporting a treaty should be reinforced
by a campaign among those in Congress supportive of the Amer-
ican business community's interests. Such an effort should focus
on why a treaty is in our political and economic interest.

4. Over the coming months the U.S. military command in the
Canal, SOUTH COM, should intensify efforts to consolidate and
streamline operations and facilities in the Canal Zone.

Many of the present facilities have marginal utility for our current
purposes. The Commandant of SOUTHCOM and the Governor of
the Canal Zone have begun a process of trying to remove irritants in
dealings between Americans and Panamanians in the Canal Zone.
These efforts should continue and be expanded in the coming months,
as we attempt to move closer to reaching an agreement on a draft
treaty.

5. Members of Congress should examine this issue carefully
and consider visiting the Republic of Panama and talking with
Panamanian officials and Americans working in Panama.

A treaty must be considered by the Senate and both Houses of
Congress will be asked to approve implementing legislation. Visits
to the Republic of Panama and to the Canal Zone offer an excellent
opportunity for members to educate themselves on an important for-
eign policy issue confronting this country. We suggest that such visits
include talks in the Canal Zone with American officials and in Panama
with American Embassy officials, Panamanians, and American busi-
nessmen who live and do business in Panama.

6. Members of Congress should be aware that their comments
on the Canal are closely followed and widely reported in the
Panamanian press.

We are persuaded that it would be wise to refrain from statements
and actions in the next several months that might prejudice negotia-
tions and even hamper the ability of our negotiators to insure that our
best interests are preserved in any new draft treaty.

Both Houses of Congress will have ample time to take action on this
issue after the provisions of a draft treaty are presented to them for
consideration. To seek to prevent a draft treaty from even being sub-
mitted to Congress serves no useful purpose and can only harm our
national interest.



II. FINDINGS

.\ NEw PANAMA CANAlN IEATY ls NkAs$iAY

In 1903, the I'nited States and t he W'public of IPanania signed t le
Hay-Blh1nan Varilbi Treaty N lich granted the U'nited States a strip
of land 1-mi-s wide aid :,1 miles l)ng for the purpose of const rt
ing1 operatillg, II lallitaillilg ald defending a (laoii bIet.w(een thIe At-
anti and Pacic ll cenlis and wih gave te U ited States ig itvc as
If It Nwere IIe soVeeignI" in r'e Iit Iw ono I aIfIIamanian soil.
Toda Iy I IIt t vIt ainI the relat ohipI thati it produd( is >Ver .

years Ofd. The tieatv led to 11n en1gin.ler in i;irle. which has serve I
thIle Ited Ittes aI d I( a 11iIa well ; it :Ilso led to all Ai erican1 govi
ernillt'll presen-e on Paanillan il territory wh icli now ciuses sen i-
01is offenIse to Paa':nI: IIn11: s11IS.

Wllle sonic Americans argue t hat the 1903 tIeaty has served tle
test of t imIe anIId thIIere are Io god reaIson s Io replace it, thIe ter o I f
t he 190> acecord I 1l lielect the major clalnges t hat 1ave occrlred
il Panama, tle 1 Un1ited Sttes and the world. In tie 1970's no n;ltloil
ca1n cOnitinlle to Iccept I t neat W ihbch Iwrll)its the exercise of extensive

extraterrIitorial ri hIts in "'perpetiltY." We c:innot expect Panama to
continue to accept what no other state will accept. The reasons for
increasing Panmanall nbI Ol)pOsitiOml to tCe present treaty are ap]arent
and11 ullderstanldale10.

There are several reasons for negotiating a new treaty. Among the
m1ore important are:

(a) In order for the United States to protovt and promote its
only crucial national interest in Pan:naa-an open. efficient. and
secure Canal -a new treaty is necessary, in part because of the
united position of the Panamanians and in part because if we want
a secure access to the CanaL, W need a cooperative arrangement
with Panama.

(h) The Repuhlic of Panama. an important and staunch friend
and supporter of the United States. wants a new treaty. Four
American Presidents have been on record for 11 years as wanting
to conclude a new treaty relationship. Without a new treaty. con-
tinued friendship with Paunam will not be possible. We will he
opting for confrontation with all the risks that course can pose
for a safe and open Panama Canal.

(c) The major concern of the Panamanians is an end to the
concept of America having rights in "perpetuity" in Panama and
U.S. jurisdiction over the Canal Zone. This concern cannot be
addressed in any reasonable fashion without a new arrangement.
Tf we choose not to deal with it, we will have a confrontation with
Panama. If we continue to insist upon our rights in perpetuity in
today's world, we are launched on a dangerous, high-risk course.

(5)
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(d) Over the last several months, Panama has obtained im-
portant and diversified international support for a new treaty.
The strong and unequivocal support of all Latin American. nations
for Panamanian aspirations, alone, suggests that serious problems
in our hemispheric relations will result from a failure to conclude a
new treaty. Rejection of a treaty that protects vital U.S. interests
will lead to a deterioration of our relations with all Latin Ameri-
can nations.

(e) The United States has a unique opportunity to obtain a
treaty on acceptable terms. If this opportunity is lost and the talks
falter, there will likely be another wave of anti-Americanism in
Panama and resumption of treaty talks, a few years from now, in
an atmosphere less favorable to the United States and less con-
ducive to preserving for us the essential that we want, namely re-
sponsibility for the operation and defense of the Canal for a speci-
fied period of time.

In brief, a treaty which satisfies the legitimate interests of both
Panama and the United States is a realistic policy, and signifies a
positive step toward a mature relationship between the United States
and the countries of Latin America.

WHAT ARE THE CONsEQUENCEs iF NEGOTIATIONs FAm?

The issue before the United States is not between having a new
treaty and continuing the present treaty, but rather between negotia-
tions that will lead eventually to a draft treaty and what would be
the likely consequences of no new treaty.

The treaty of 1903 gave the United States certain rights, not terri-
tory and not sovereignty, in Panama. It is those rights that are the
subject of the current negotiations. The current uneven pace of negoti-
ations has, at times, produced a climate between the United States and
Panama that could undermine our rights there in the future. If we
fail to reach a treaty that will redefine our relationship and rights for
the future, we run the risk of a confrontation that can only reinforce
distrust and jeopardize our national interests in the Canal.

Such confrontations have occurred in the past because of this issue.
They occurred in 1957, 1964, 1975. In 1964, over 20 people died in
events relating to Panamanian frustrations over the Canal Zone and
its inhabitants. More recently, demonstrations of a large and increas-
ingly vocal student population have become a problem. While the
students are not united and they represent political organizations
across the entire political spectrum, although mainly on the left side,
they are united in the view that a new treaty is necessary now. It is a
matter of national pride and dignity to all Panamanians.

While negotiations have been in progress and there is hope that a
new treaty is possible, the Government of Panama has been willing to
deal with the more outspoken and violent activities of student groups.
But as each month passes the Panamanian Government is under in-
creasing pressure to produce tangible signs of progress. If it perceives
a complete impasse in the negotiations, the Government might be
unwilling to pay the political price for containing demonstrators.
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Demonstrations against the nite States last occurred iII Septel-
ber 19T. At that time students demonstrated against our E bassy and
then proceeded to (IeIii)nst rate outside the Panamaan Foreign Mi n-
istry, two easy and natural targets for frustrations over the abence

of a treaty.
Although only minor damage was done. the message was clear. If

we are unable to draft a mutually acceptable treaty,. we run the risk
of becoming engulfed in an uncontrollable confrontation between
Americans and Panamanians in the Canal Zone. Such a situation
could easily produce bloodshed, as it did in 1964. If a confrontation
occurs, both Panama and the United States would lose precisely what
we both are intent upon preserving-an open, secure, an efficient
Canal available for the trade and commerce of all states.

WAT ARE THE PRINCIPAL ISSUES IN DIsPUTE IN NEGOTIATIONS FOR A

NEW TREATY?

Our discussions with American and Panamanian officials focused in
detail on nine specific issues involved in efforts to negotiate a new
treaty. On some of these issues, differences between the United States
and Panama have been resolved and, on others, intensive negotiating
is still needed.

The nine issues are :

1. TIMETABLE FOR THE TREATY

Since 1964. both the United States and the Republic of Panama have
been committed to the concept of a new treaty and the necessity of a
comprehensive modernization of their relationship. Between 1964 and
1967, three draft treaties were negotiated. but none were ever signed by
the parties and no effort was made to seek ratification. In June 1971,
another effort to reach a treaty conwnecedl at the request of the
Torrijos Government which came to power in 1968. However, a new
U.S. treaty offer submitted to Panama in I)ecember 1971 was rejected.
One year later formal negotiations resumed. Little was accomplished
in this new round of talks until after Ambassador Ellsworth Bunker
was appointed U.S. negotiator in late 1973. Since then, substantial
progress has been made.

A first stage of the negotiations ended in February 1974 when Secre-
tary of State Henry Kissinger went to Panama City to initial with
the Panamanian Foreign Minister a set of eight principles which were
to serve as guidelines in working out the details of a new treaty.' The
signing of the eight principles h ad a significant and positive impact
on Panama's confidence in this new effort to draft a mutually accept-
able treaty. Many Panamanians felt for the first time that they could
negotiate on grounds where they knew they would get something new.

After the delineation of these principles it was relatively easy for
the parties to identify the major issues that would be the subject of
detailed negotiations.

I See appendix, p. 17.
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For the past 20 months or so, Ambassador Bunker's team has been
meeting periodically with Panamanian negotiators seeking to narrow
differences and prepare a draft treaty. These periodic negotiations
have resolved some problems but others remain.

From the Panamanian viewpoint, these negotiation sessions were
not progressing fast enough toward the end of 1975 and little head-
way had been made. They saw the negotiations as an extended proc-
ess, dating from 1964, with the major issues unresolved. Some Pana-
manians question the sincerity and commitment of the United States
to a neV treaty.

Some Panamanians now appear willing to delay any ratification of
a new treaty until after the 1976 Presidential elections in the United
States, but they remain uneasy about what lies beyond. The greater
the assurance the United States can give that it intends to negotiate
earnestly toward the end of 1976, the greater the ability and willing-
ness of the Panamanian Government to accept the delays and to deal
with the political activists who argue that violence is a better path to
achieving Panamanian rights in the Canal Zone.

The United States needs to pay particularly close attention to the
timing, momentum, and substance of the negotiating process during
the coming months. Substance and progress can be given to the talks
now without necessarily concluding negotiations and creating polit-
ical problems here in the United States.

2. DURATION OF TREATY

A key issue confronting United States and Panamanian negotiators
is the duration of the new treaty. Panamanian leaders want a fixed
duration and oppose any treaty period extending beyond the turn of
the century. They object strongly to a 50-year term for the treaty.

Some progress has been made on this issue but further clarifications
are needed. It remains possible to have a fixed term for the operation
of the Canal, and some residual ability beyond that term where the
United States could retain certain rights to defend the Canal.

3. OPERATION OF THE CANAL

The negotiations will also focus on the rights required for the United
States to be able, during the term of the treaty, to operate and main-
tain an efficient Canal.

During the course of the negotiations to date, considerable progress
has been made on this issue. The United States will retain primary re-
sponsibility for the operation of the Canal during the term of the new
treaty, but as time progresses trained Panamanians will be increas-
ingly filling positions. Retiring American employees can be replaced
in an orderly manner by Panamanian citizens. This procedure would
minimize loss of jobs and large-scale dislocations of American
employees.

4. DEFENSE OF THE CANAL

During the course of negotiations, Panamanian officials have ex-
pressed appreciation for America's concern about the defense of the
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h1nd e. ( )1r pesent mil it ar1 y l'- clwc 1111111bers abo1)( t 22.1I)( -1, comnting
(ICpeniletts.
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10

changes; and what will be the procedures for approving any such
plans?

In addition to the proposal for an alternative sea level Canal at a
cost of $5 billion, there are less ambitious major projects that could
improve the capacity of the existing Canal. The development of a set
of third locks, for example, might cost in the neighborhood of $1.5
billion.

However, given recent declines in Canal use and the large cost of
any major expansions, small projects to facilitate an increase in the
annual number of ship transits to around 26,000, from the present
nearly 15,000, might prove more practical since current projections
suggest that 26,000 transits will be realized only in 2010.

Not enough is known about future patterns and trends in Canal use
and what changes in Canal capacity might prove advantageous. The
treaty should leave open options for needed alterations in the Canal.

8. COMPENSATION

In return for use of the Canal and other privileges in the Canal Zone,
the United States has, over the years since 1903, provided economic
benefits to Panama. The unresolved questions in the new treaty in the
negotiations are the form and the amount of the benefits to Panama.

Under terms of the original treaty, Panama was provided with an
amount of $250,000 annually, which was raised to $1.9 million in 1955
and has since been adjusted for inflation to $2.3 million. United States
and Panamanian officials agree that these amounts do not represent
adequate compensation for the future, although recent economic aid
levels over $20 million annually make aid to this country of less than
2 million people, on a per capita basis, very high.

While no agreement has been reached on this matter, discussions
have occurred and, like a few other issues, settlement should be easier
when the crucial rights and duration questions are resolved.

9. FUTURE OPERATIONS

While the new treaty relates more directly to U.S. rights and priv-
ileges for a fixed term of the new treaty, it will be in our interest to
define in the treaty, or an annex, a mutually acceptable statement con-
cerning the Canal's continued neutrality and nondiscriminatory oper-
ation beyond the duration of the new treaty. Such a statement of Pan-
amanian intentions for the future, if it can be made with clarity and if
a mutually acceptable formula can be found for its articulation, will
serve a useful purpose. An open, secure and efficient Panama Canal is
as much in Panama's interest as any other state and there are per-
suasive reasons for Panama to be specific in defining its long-term
objectives.

WHAT ARE U.S. INTERESTS IN PANAMA?

Since the Panama Canal opened in 1914, it has proved an impor-
tant economic and strategic asset to the United States and to Panama
although its value and significance have varied as the world environ-
ment has changed.
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The Iral interests of the United States in the ('anal are t4 have a
'anal that is open to the world', shipping and protected against inter-

nat-ional dis >utes. that operates efficient Iy and profitably, aII(l that is
defensible. eyond that, we want fair treatment for the thousands of
Americans who have served faithfully in the Canal Zone.

The Panama Canal has long been a vital artery for worId trade.
Of the total cargo tonnage transition the anal each year, about 33

percent goes to. or comes from. ports in the United States. Put anot her
way, that tonnage in some years has represented about 17 percent of
total U.S. export and import tonnage.

Panama also ha benefited economically from the Canal. More than
30 percent of Panama's foreign exchange earnings and roughly 13
percent of its gross national product are attributable today to the
Canal. In recent yeaN the share of Panama's GNP attributable di-
reetly or indirectly to the Canal has shrunk. as other sectors of the
Panamanian economy have expanded more rapidly. At one time. for
example, over one-third of Panama's GNP was derived from the
Canal.

Today the Canal continues to have significance for the I united
States, because of the extent to which our seaborne commerce uses it.
This is true despite a declining need for the Canal in intercoastal
trade and the existence of competing modes of transportation.

But the availability of the Canal for commercial shipping is even
more important for several countries in Latin America and Asia
whose economies are more dependent than the economy of the United
States upon foreign trade.

Despite continuing commercial interests, t wo factors may affect the
continued economic importance of the Canal for world trade. First.
for the Canal to be economically viable tolls will have to be raised
in the future. Tolls for the Canal, which had remained amazingly con-
stant since 1914. were first boosted by 20 percent in 1974. but still other
increases will he necessary. At some point, it will become more eco-
nomical to use alternative routes for several commodities that now
transit the Canal. In the United States. this could IIean more trans-
continental shipments.

In brief, what may make econoniic sense for covering Canal opera-
tions and generating more income for Panaima may not keep Canal
business and use at present level'. The nun1ber of Canal transit has
already decreased in the last couple of years, a result, at least in
part, of the world wide recession.

If tolls are one factor in the future economic importance of the
Canal, the size of ships is another. Neither supertankers nor large
cargo ships with bulk cargo or containerized commodities can use the
Canal. The economics of scale in shipping some conmunodit ies may mean
that the Canal will become less important in the years ahead.

These possibilities. however, do not lessen the continuing economic
significance of the Canal. No state knows better than Panama the i-
portance of continuing to have an efficient, economically viable and



12

politically neutral Panama Canal. Any change in the character of the
Canal or its closure could cause serious short-term disruptions to world
trade and could be a serious blow to Panama.

Because so many peoples and nations share this interest, one can
be hopeful that barring a calamity, the Canal will remain a valuable
asset for years to come, whatever treaty arrangements exist between
the United States and Panama.

MILITARY IMPORTANCE

The Panama Canal is also important to the security interests of the
United States.

During World War II, the Korean war and the Vietnam war, the
Canal made easier the shift of military forces and supplies from the
Atlantic to the Pacific Oceans.

In recent years some factors have diminished the strategic im-
portance of the Canal. Three are worth mentioning:

First, over the years the Canal has become more vulnerable to hos-
tile attack. In any confrontation or armed conflict, the Canal could
easily and quickly be closed for a period of many months by air attack
or by sabotage. In an age of arms proliferation, international terrorism
and large-scale demonstrations and riots, the Canal is subject to poten-
tial disruption by only a few skilled saboteurs.

The increasing vulnerability of the Canal has contributed to the
development of alternative routes in global contingency plans for shifts
of military forces and supplies.

The likelihood is that when we would need the Canal most, it is
less likely to be available.

Second, even though the Canal was originally advocated for reasons
of naval mobility, the United States has relied less on naval mobility
and more on the development of fleets that could operate separately in
the Atlantic and Pacific Oceans.

The contribution of the Canal to naval mobility continues, as the
Vietnam war demonstrated, but its significance may be less than it
once was. Nevertheless, if the Canal became unreliable, or were closed
for indefinite periods, significant changes in naval planning and ship
requirements could result.

A third factor impinging on the importance of the Canal for naval
purposes is the growing importance of aircraft carriers and nuclear
submarines. Large aircraft carriers cannot use the Canal and nuclear
submarines would have to surface during any transit and are there-
fore not likely to use the facility under any circumstances. This factor
would tend to diminish the importance of the Canal for strategic pur-
poses, but not necessarily for logistic flexibility.

Despite these considerations, the Canal still represents a facility of
considerable military and strategic significance for the United States.

U.S. MILITARY FACILITIES AND PRESENCE IN PANAMA

The United States also has military forces and facilities in the
Canal Zone that form an important part of our overall activities in
Panama.
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There is today in Panam an American military reseie of approxi
lately 22.jM4 persons including dependents. The act Ial mi It ary force,
both cmilbat an1i support. of SOmII 9.11() iS both tO large a1d tOO small
for most military conti gencies- it her in PanaIIIa or in another count
try in the region. It is too small for m4o t contingencies involving a
military invasion in t he region or for the prote-tioi of the entire
canal from host ile fire or sabotage.

It is sufficiently large that it has the potential of creating several
peacetime problems in our relate ions with I"anam1a.

Our forces in Panama have access to an extensive series of facilities
in the Cana Zone-several airhelds, naval facilities. con)nunications
centers and an advanced military training school for o1ticers who come
to Panama from friendly states throughout South an Cent ral Amer-
iea. While many of these facilities are essential for the military to
carry out its mandate in Panama of protecting the Canal, others are
not used and appear marginal for our needs. These facilities represent
a substantial investment, reaching into the hundreds of millions of
dollars. Several of them could be consolidated without adversely affect-
ing our ability to defend the Canal.

If under a new treaty, arrangements are made for the close coordi-
nation of United States and Panamanian military activities for the
defense of the Canal, the military Ieeds of the United States in
Panama will be changed dramatically and the character and deploy-
ment of U.8. forces in the present zone or a new zone will be very
different.

While the Panamanian National Guard. Panama's only military or
constabulatory force, cannot today protect the Canal and perform its
various critical functions in Panama, it can. with modernization. de-
velop the capability of playing a greater role in the defense of the
Canal. It is in our interest to play a major role in the training and
development of the national guard.

THE PANAMA CANAL COMPANY ANI ITs OPERATiONS

The engineering miracle of the Canal and its efficient operation are
the work, in large part, of the Department of Defense and the Army
Corps of Engineers. The corps and its senior representative. the
Governor, run the Panaia Canal Company and administer the Canal
Zone. The Panama Canal Company is responsible for less than 4.000
American employees and their roughly 7.() ( dependents. most of
whom live in the Canal Zone. Some of these employees' families have
been residents of the Canal Zone for alnost three generations.

Those persons who maintain this remarkable operation and help
run the Canal Zone Government can be proud of their unique achieve-
ment. Their efforts have served the national interest of the United
States over a long period of time and under varying and changing
circumstances.

The interests of these Americans req uire careful consideration in
the current negotiating process. Above all. a new treaty should address
explicitly the immediate economic and job-security concerns of these
citizens who. in some cases, have already given their best and most
productive years to the Panama Canal Company and who fear what
may happen to themselves under a new treaty.

6-241 0 - 76-4



14

These Americans have the right to expect that their best interests
will be represented in all discussions between Panama and the United
States but they should also recognize that there will be change in the
coming years and that the lifestyle they have enjoyed may be altered
significantly in the future.

Many of the economic and social disparities that currently distin-
guish the Canal Zone from Panama will be altered under any new
cooperative arrangement, especially at those areas where the Canal
Zone presses against, and curtails the normal growth of, Panama's
two largest cities, Panama City and Colon.

Over the years, the Panama Canal Company and its civilian em-
ployees have maintained the Canal. Under any mutually beneficial new
treaty, the continued help, expertise and management skills of Amer-
ican personnel will be essential for the smooth operation of the facility.
The human skills in the Canal Zone are even more important than the
facilities themselves. While the percentages of Panamanians in the
Panama Canal Company and the number of higher level positions
occupied by Panamanians will increase in the coming years, none of
the current employees should be dropped without adequate compensa-
tion and job alternatives because of a new treaty arrangement.

In short, the Panama Canal Company and its employees are an im-
portant interest of the United States which should be protected in a
new treaty. The Panama Canal Company's employees will be essential
in the future to run and maintain the Canal, train qualified Panama-
nians for future positions, and preserve our national interest in
Panama. At the same time, these Zonians, American residents of the
Canal, must realize that our national interest and purpose in Panama
today includes a mutually acceptable new treaty for the operation and
defense of the Canal and the development of a new and mature rela-
tionship with Panama.

RESULTANT POLITICAL INTEREST

A critical need in protecting our interests in Panama is the pres-
ervation of close relations between the United States and Panama
based on mutual respect and trust.

Over the years, since 1903, the original Panama Canal Treaty has
served to undermine gradually American-Panamanian goodwill. We
have seen that goodwill erode to the point of brief, hostile, and bloody
encounters several times. Each time we run greater risks in protect-
ing our interests and friendships in Panama and throughout the Amer-
icas. The Panama Canal issue involves, not just the United States and
Panama, but all of Latin America, and the shipping countries of the
world.

The continued operation of the Canal, in many respects, is related to
the degree of cooperation or animosity which exists in Panama. A
viable Canal operation in the future depends in large part on the confi-
dence of Panama in our bilateral relationship. From the Panamanian
viewpoint, that trust and confidence will depend on the development
of a new treaty.

There is, therefore, no reasonable alternative at this time to trying
to negotiate a new mutually acceptable treaty for the continued opera-
tion and defense of this vital artery. In the process, it is hoped that
we develop a more modern and mature relationship with one of our
best friends in Latin America.



APPENDIX 1

SCHEDULE OF ACTIVITIES

MEMBERS OF DELEGATION

Hon. Lee H. Hamilton, Member of Congress
Hon. David It. Obey, Member of Congress
Dr. Michael 11. Van hiusen, Staff Consultant, Subcommittee onl Investigations.

Committee on International Relations
Mr. Richard . Howard, Department of State
Mr. Lesile A. Janka, National Security Council
Mr. George M. Andricos. I)epartment of Iefense

Friday, November 21, 1975

1 :10 p.m.-Arrived Tocumen Airport, met by Embassy Control Oticer, John 1.
Blacken and Liedo. Fabian Velarde, Information Coordinator for Carnil
Treaty Negotiations, Oftlce of the (Thief of Government

2:45 p.m.-Called on Ambassador William J. Jorden, followed by brieting by
Embassy staff

3:30 p.m.-Staff Briefing, American Embassy:
William J. Jorden, United States Ambassador to Panama
Raymond E. Gonzalez, Minister-Counselor, 1)eputy Chief of Mission
John D. Blacken, Political Counselor, American Embassy
Col. Paul P. Coroneos, Commander United States Military Group Panama
George Rublee, Acting Director, Mission of the United States Agency for

International Development
5 :15 p.m.-Departed for Ambassador Jorden's Residence
5:30 p.m.-Met with Ambassador Jorden
7:10 p.m.-Departed Ambassador's Residence for Presidential Palace
7:30 p.m.-Dinner hosted by President of the Republic, Demitrios B. Lukas

Pananaiania.m in Attcndanei' at Prcidential Palacc

Ing. Uemetrio Basilio Lakas, President of the Republic of Panama
Dr. Jorge llueca. Foreign Policy Advisor, Ministry of Foreign Relations
Liedo. Jose de la Ossa, Minister of Housing
Liedo, Luis Carlos Noriega, President of the Electoral Tribunal
Justice Julio E. Harris, Justice of Electorial Tribunal
Liedo. Nicolas Gonzalez-Revilla, Ambassador to the United States
Licdo. Ricardo de la Espriella, Iirector General of the National Bank of

Panama
Liedo. Luis C. Pabon, Director General of the Savings Bank of Panama
Liedo. Miguel Angel Picard Ami, Member of the National Legislative Com-

mission
Ing. Ascanio Villalaz, Director of La Victoria Sugar Mill
Liedo. Mario de Diego, President of the Panamanian Chamber of Commerce
Mr. Augusto Boyd, Businessman

Saturday, November 22, 1975

9:00 a.m.-Offeo call on )Dr. Carlos Lopez-Guevara, Adviser to the Panamanian
Treaty Negotiators

10:30 a.m.-Meeting with American Businessmen:
Mr. Joseph Quigley, Director, Bank of Boston
Mr. Alvin Robins, President. Metal Furniture Manufacturing Firm

(MOPRESA)
Mr. Harold Sander, Architect, President, Sander Associates

(15)
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12:30 p.m.-Luncheon at residence of John D. Blacken-Guests included:
Guillermo Chapman, Economic and Management Consultant
Fabian Velarde, Chief Information Coordinator for Canal Treaty Negotia-

tions, Office of the Chief of Government, Omar Torrijos.
Dr. Carlos Lopez-Guevara, Adviser to the Panamanian Canal Treaty

negotiators
Dr. Jorge Illueca, Foreign Policy Adviser, Ministry of Foreign Relations
Sherman N. Hinson, Political Section, American Embassy
D. Stephen May, Political Section, American Embassy

3:00 p.m.-Briefing by Panamanian Minister of Planning and Economic Policy,
Nicholas Ardito Barletta

5:00 p.m.-Called on Archbishop of Panama, Msgr. Marcos McGrath
7:00 p.m.-Buffet Dinner at residence of the Deputy Chief of Mission, Minister-

Counselor Raymond E. Gonzalez-Guests included:
Mr. John D. Blacken, Political Counselor
Mr. Dean Butcher, Canal Zone Labor Leader
Mr. Jorge Carraso, Journalist
Mr. Edwin Fabrega, Director of Power Company, former Public Works

Minister
Mr. Roberto Gonzalez-Revilla, Businessman
Mr. George Rublee, Acting Director, AID

Sunday, November 23, 1975

8:30 a.m.-Left for Canal Zone
9:00 a.m.-Visits to Miraflores Locks and other Pacific side installations of the

Panama Canal Company and meetings with Governor Harold Parfitt and
Lt. Gov. Richard Hunt, including a briefing on the Panama Canal Company
and its operations

12:30 p.m.-Luncheon hosted by Lt. Gen. Dennis McAuliffe, Commander-in-Chief,
United States Southern Command

1:30 p.m.-Activities planned by U.S. Southern Command
2:00 p.m.-Helicopter trip around the entire Canal Zone
4:00 p.m.-Departed Howard Air Force Base, Canal Zone, for Washington, D.C.
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ST.\TI-MENT (UF PRItNCIPLES

Joint StatemIent by the Ilonorable hIenry A. Kissinger. Secretary
of the lUnited States of An1-rica. and His KExellency Juan Antonio Tack.
Minister of F foreign Affairs of the Republic of P-anaa, on February 7,
1974, at Panami.

The United States of Amjerica and the lRepublic of Panamau have been figageId
in negotiations to conclude an entirely new treaty respecting the Panami ('anl.
negotiations which were made possible by the .Joint l)eehiration between the twN
countries of April 3. 1!K4. agreed to under the auli-qres of the I'eriantent Coumicil
of the Organization of Anierican States acting provisionally as the ( rgan of
Consultation. The new treaty would abrogate the treaty existing since 11.03 and
its subseqiuent amendments, establishing the necessary conditions for a modern
relationship between the two countries based on the most profound mutual
respect. Since the end of last November, the authorized representatives of the
two governments have been holding important conversations which have per-
mitted agreement to he readIed on a set of fundamental principle which will
serve to guide the negotiators in the effort to conclude a just and equitable
treaty eliminating, once anld for all. the causes of conflict between the two
countries.

The principles to which we have agreed. on behalf of our respective govern-
ments, are as follows:

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

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

3. Termination of United States jurisdiction over Panamanian territory shall
take place promptly in accordance with terms specified in the treaty.

4. The Panamanian territory in which the canal is situated shall be returned
to the jurisdiction of the Republic of Panamna. The Republic of Panaia, in it,
capacity as territorial sovereign shall grant to the U united States of America, for
the duration of the new interoceanic canal treaty and in accordance with what
that treaty states. the right to use the lands, waters and airspace which miay l
necessary for the operation, inaintenance. protection and defense of the canal
and the transit of ships.

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

6. The Republic of Panama shall participate in the administration of the canal.
in accordance vith a procedure to be agreed upon in the treaty. The treaty shall
also provide that Panama will assume total responsibility for the operation of the
canal upon the termination of the treaty. The Republic of Panama shall grant to
the United States of America the rights necessary to regulate the transit of
ships through the canal and operate. maintain, protect and defend the anal.
and to undertake any other specific activity related to those ends. as may be
agreed upon in the treaty.

7. The Republic of Panama shall participate with the United States of America
in the protection and defense of the canal in accordance with what is agreed
upon in the new treaty.

S. The United States of America and the Republic of Panama. recognizing the
important services rendered by the interoceanic Panama Canal to international
maritime traffic. and bearing in mind the pozsibility that the present canal could
become inadequate for said traffic. shall agree bilaterally on provisions for new
projects which will enlarge canal capacity. Such provisions will be incOrlorated4
in the new treaty in accord with the concepts established in principle 2.

(17)



APPENDIX 3

"THE PANAMA CANAL: POPULAR MYTHS AND POLITICAL
REALITIES", ADDRESS BY THE HONORABLE ELLSWORTH
BUNKER, AMBASSADOR AT LARGE, UNITED STATES OF
AMERICA, BEFORE THE Los ANGELES WORLD AFFAIRS
COUNCIL, LOS ANGELES, CALIF., DECEMBER 2, 1975

I am here today to discuss with you the Panama Canal
negotiations.

It is a controversial subject that has evoked emotion and
opposition.

But my travels in the United States, the letters I get from
concerned citizens, the articles I read in the press, and my many
consultations with Congressmen have convinced me that much of
this opposition stems from a number of false impressions about
the basis for our presence in the Canal Zone.

Because of this, I would like today to talk about the back-
ground of the problem we face and comment on some of the
myths surrounding the canal treaty and negotiations.

And I want to talk about the political realities which make
it desirable, in my judgment, to bring the negotiations to an early
and satisfactory conclusion.

By speaking to you today I am departing from a practice I
have long followed.

Previously, while serving as a negotiator, I have avoided
making public statements.

I am here today because this negotiation is unique.
No effort to improve our policy concerning the canal can

succeed without the full understanding and support of the Con-
gress and the American people.

Our presence in the canal has a constituency among the
American people - but our negotiations to solve our problem
there do not.

So, if we are to gain support, we must find it through
candid and reasonable public discussion.

THE EVOLUTION OF THE PROBLEM

Our story begins 72 years ago.
In 1903 the newly-independent Republic of Panama

granted to the United States - in the Hay-Bunau-Varilla Treaty -
a strip of land 10 miles wide and 50 miles long for the construc-
tion, maintenance, operation and protection of a canal between
the Atlantic and Pacific.

(18)
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The treaty also gave the United States in perpetuity
the right to act within that strip of land "as if it were the

sovereign)"

It was quickly and widely acknowledged that the treaty
favored the United States.

When Secretary of State John Hay submitted the treaty to
the Senate for ratification he said:

"We shall have a treaty very satisfactory, vastly advantage-
ous to the U.S., and we must confess, not so advantageous to
Panama."

For many years Panama has considered the treaty to be
heavily weighted in our favor.

As a result, the level of Panama's consent to our presence
has steadily declined.

And by Panama, I mean not simply the government, but
the Panamanian people.

The Panamanians point out:

- First, that the existence of the Canal Zone impedes
Panama's development.

The Canal Zone cuts across the heartland of Panama's ter-
ritory, dividing the nation in two.

The existence of the Zone curbs the natural growth of
Panama's urban areas.

It holds, unused, large areas of land vital to Panama's
development.

It controls all the major deep-water port facilities serving
Panama.

And it prevents Panamanians from competing with Ameri-
can commercial enterprises in the Zone.

And for the rights we enjoy on Panamanian territory, we
pay Panama only $2-3 million a year.

- Second, that the Canal Zone infringes on Panama's
nationhood.

Panama says the privileges exercised by the United States
deprive their country of dignity and, indeed, of full independence.

Within the Canal Zone the United States operates a full-
fledged government without reference to the Government of Pana-
ma, which is its host.
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It maintains a police force, courts, and jails to enforce
United States laws, not only upon Americans, but upon Panaman-
ian citizens as well.

And, the Panamanians point out, the treaty says the
United States can do all these things forever.

Panamanian frustration over this situation has increased
steadily over the years.

In January 1964, demonstrations and riots took place
which cost the lives of 21 Panamanians and 3 Americans.

Diplomatic relations were broken.
As part of the settlement we reached with Panama then,

President Johnson, after consultation with Presidents Truman and
Eisenhower, committed the United States to negotiate a new
treaty.

In our negotiations we are attempting to lay the founda-
tions for a new - a more modern - relationship which will enlist
Panamanian cooperation and better protect our interests.

Unless we succeed, I believe that Panama's consent to our
presence will continue to decline - and at an ever more rapid rate.

Some form of conflict in Panama would seem virtually
certain - and it would be the kind of conflict which would be
costly for all concerned.

ow some have held that the mere mention by United
tates officials of the possibility of violence over the

Canal will help to assure that such violence occurs.
I am aware of that concern, but I believe the situation

demands candor.
It would be irresponsible to fail to point out to the Ameri-

can people the possible, indeed the likely, consequences of in-
action.

It is my firm belief that failure to conclude a reasonable
treaty can only work to damage the interests we seek to protect.

As we contemplate this situation we should understand
that the Canal's physical characteristics make it vulnerable.

The Canal is a narrow channel fifty miles long.
It operates by the gravity flow of water and depends for its

efficient operation on an integrated system of locks, dams and
other vital facilities.

At best, it is susceptible to interruption.
And interruptions would mean not only reduced service to

world shipping but lower revenues.
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But the most enduring costs of confrontation over the
Canal would not be commercial.

Our Latin American neighbors see in our handling of the
Panama negotiations a test of our political intentions in the
hemisphere.

Moreover, the importance of the Canal, and our contribu-
tion to it, are recognized throughout the world.

It is a measure of our standing and the respect in which we
are held that people everywhere -including, I am sure, yourselves
expect the United States to be able to work out an arrangement
with Panama that will guarantee the continued operation of the
Canal in the service-of the world community.

Were we to fail - particularly in light of the opportunity
created by the negotiations - we would in a sense be betraying
America's wider, long-term interests.

The plain fact of the matter is that geography, history and
the economic and political imperatives of our time compel the
United States and Panama to a joint venture in the Panama Canal.

We must learn to comport ourselves as partners and
friends,

- Preserving what is essential to each;
- Protecting and making more efficient an important

international line of communication;
- And, I suggest, creating an example for the world of a

small nation and a large one working peacefully and profitably
together.

n sum, we are negotiating because we see a new treaty
arrangement as the most practical means of protecting

our interests.
If we try to maintain the status quo we will face mounting

hostility in both Panama and Latin America, - and possible loss
of the very interest we want to preserve.

But a new arrangement based on partnership promises a
greater assurance of safeguarding that interest - a Canal that is
open, safe, efficient, and neutral.

The real choice before us is not between the existing treaty
and a new one but rather between a new treaty and what will hap-
pen if we should fail to achieve a new treaty.

These, then, are some of the political realities we face in
Panama.
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MYTH AND REALITY:
THE VIEW FROM THE UNITED STATES

We must face political realities here at home as well.
We know that a treaty must receive the advice and consent

of two-thirds of the Senate of the United States.
And we expect that both Houses of Congress will be asked

to approve implementing legislation.
There is opposition in Congress to a new treaty; it reflects

to a considerable degree the sentiments of many citizens.
Our job is to make sure that the public and Congress have

the facts they need if they are going to make wise decisions about
the Canal.

Unfortunately, the basis for our presence in the Zone is
widely misunderstood.

Indeed, a number of myths have been built up over the
years - about Panama's intentions and capabilities, about the need
for perpetuity, and - most important - about ownership and
sovereignty.

We need to replace these myths with an accurate under-
standing of the facts.

irst, there is the matter of Panama's intentions and
capabilities - and the suggestion that a new treaty will
somehow lead to the Canal's closure and loss.
The fact is that Panama's interest in keeping the Canal

open is far greater than ours.
Panama derives more income from the Canal than from

any other single revenue-producing source.
Even so, some argue, Canal operations would suffer

because Panamanians lack the technical aptitude and the inclina-
tion to manage the operation of the Canal.

The fact is that Panamanians already comprise over three-
fourths of the employees of the Canal enterprise.

No one who has been to Panama and seen its increasingly
diversified economy can persuasively argue that the Panamanians
would not be able to keep the Canal operating effectively and
efficiently.

These considerations indicate that Panama's participation
in the Canal can provide it with a greater incentive to help keep
the Canal open and operating efficiently.



In fact, the most likely avenue to the Canal's closure and
loss would be to maintain the status quo.

Second, there is the notion that the Canal cannot be
adequately secured unless the United States' rights there are
guaranteed in perpetuity - as stipulated in the 1903 treaty.

I can say this: to adhere to the concept of perpetuity in to-
day's world is not only unrealistic but dangerous.

Our reliance on the exercise of rights in perpetuity has
become a source of persistent tension in Panama.

And clearly, an international relationship of this nature
negotiated more than seventy years ago cannot be expected to last
forever without adjustment.

Indeed, a relationship of this kind which does not provide
for the possibility of periodic mutual revision and adjustment is
bound to jeopardize the very interest that perpetuity was designed
to protect.

Third, and finally, there are two misconceptions that are
often discussed together: ownership and sovereignty.

Some Americans assert that we own the Canal; that we
bought and paid for it, just like Alaska or Louisiana.

If we give it away, they say, won't Alaska or Louisiana be
next?

Others assert that we have sovereignty over the Canal Zone.
They say that sovereignty is essential to our needs - that

loss of United States sovereignty would impair our control of the
Canal and our ability to defend it.

I recognize that these thoughts have a basic appeal to a
people justly proud of one of our country's great accomplishments.

The construction of the Canal was an American achieve-
ment where others had failed.

It was every bit as great an achievement for its era as send-
ing Americans to the moon is for ours.

It is an historic success that will always be held to Ameri-
ca's credit.

But let us look at the truth about ownership and sov-
ereignty.

The United States does not own the Panama Canal Zone.
Contrary to the belief of many Americans, the United

States did not purchase the Canal Zone for $10 million in 1903.
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Rather, the money we gave Panama then was in return for
the rights which Panama granted us by the treaty.

We bought Louisiana; we bought Alaska. In Panama we
bought not territory, but rights.

Sovereignty is perhaps the major issue raised by opponents
of a new treaty.

It is clear that under law we do not have sovereignty in
Panama.

The Treaty of 1903 did not confer sovereignty, but speaks
of rights the United States would exercise"as if it were sovereign."

From as early as 1905, United States officials have
acknowledged repeatedly that anama retains at least titular sov-
ereignty over the Zone.

The 1936 Treaty with Panama actually refers to the Zone
as "Territory of the Republic of Panama under the jurisdiction of
the United States."

Thus, our presence in the Zone is based on treaty rights,
not on sovereignty.

It is time to stop debating these historical and legal
questions.

It is time to look to the future, and to find the best means
for assuring that our country's real interests in the Canal will be
protected.

What are our real interests?
- We want a Canal that is open to all the world's shipping -

a Canal that remains neutral and unaffected by international
disputes.

- We want a Canal that operates efficiently, profitably,
and at rates fair to the world's shippers.

- We want a Canal that is as secure as possible from sabo-
tage or military threat.

- And we want full and fair treatment for our citizens
who have so ably served in the Canal Zone.

The negotiations we are now conducting with Panama for
a new treaty will ensure that all these interests of our country are
protected.

Let me now talk a bit about where we are in the negotia-
tions.

During the past two years, the negotiations have proceeded
step by step through three stages.



Stage 1 ended in early 1973 when Secretary of State
Kissinger went to Panama to initial with the Panamanian Foreign
Minister a set of eight "Principles."

Since then, we have used these principles as guidelines in
working out the details of a new treaty.

Ihe best characterization of these principles came from
the Chief of Government of Panama.

He said they constitute a "philosophy of understanding."
Their essence is that:

- Panama will grant the United States the rights, facilities

and lands necessary to continue operating and defending the Canal;
while

- The United States will return to Panama jurisdiction
over its territory; and arrange for the participation by Panama,
over time, in the Canal's operation and defense.

It has also been agreed in the "Principles":
- That the next treaty shall not be in perpetuity but

rather for a fixed period;
IThat the parties will provide for any expansion of Canal

capacity in Panama that may eventually be needed; and
That Panama will get a more equitable share of the bene-

fits resulting from the use of its geographic location.
Stage 2 involved the identification of the major issues

under each of the eight principles.
Agreement on the major issues, concurred in by the De-

partment of Defense, provided the basis for substantive discussions.
Stage 3 began with our meetings in Panama in June of

1974 and continues.
For over 16 months now we have been discussing the sub-

stantive issues involved -- again, with the helpful support of the
Department of Defense.

Indeed, our most senior military officials regard the part-
nership we are attempting to form as the most practical means of
preserving what is militarily important to our country respecting
the Panama Canal.

We have reached agreement in principle with the Pana-

manians on three major issues:
- jurisdiction: jurisdiction over the Zone area will pass to

Panama in a transitional fashion.
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The United States will retain the right to use those areas
necessary for the operation, maintenance and defense of the Canal.

- Canal Operation: During the treaty's lifetime the
United States will have the primary responsibility for the opera-
tion of the Canal.

There will be a growing participation of Panamanian na-
tionals at all levels in day-to-day operations in preparation for
Panama's assumption of responsibility for Canal operation at the
treaty's termination.

The Panamanian negotiators understand that there are a
great many positions for which training will be required over a
long period of time, and that the only sensible course is for Pana-
manian participation to begin in a modest way and grow gradually.

- Canal Defense: Panama recognizes the importance of the
Canal for our security.

As a result, the United States will have primary responsi-
bility for the defense of the Canal during the life of the treaty.

Panama will grant the United States "use rights" for de-
fending the waterway; and Panama will participate in Canal
defense in accordance with its capabilities.

Several other issues remain to be resolved.
They concern:
- The amount of economic benefits to Panama;
- The right of the United States to expand the Canal

should we wish to do so;
- The size and location of the land and water areas we will

need for Canal operation and defense;
- A mutually acceptable formula for the Canal's neutrality

and nondiscriminatory operation of the Canal after the treaty's
termination; and

- Finally, the duration of the new treaty.
Quite obviously, we still have much to do to resolve these

issues.
Although we have no fixed timetables, we are proceeding

with all deliberate speed.
We are doing so with the full support of the Department of

Defense.
While I cannot predict when completion of a draft treaty

will be possible, I am persuaded that a new treaty which satisfies
our basic interests is attainable.
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Though a great deal of hard negotiating will be required to
complete a satisfactory agreement, we are confident that our ef-
forts will produce a treaty which will be judged on its merits and
will be approved by the people of both countries.

The stakes are large.
They involve not only the legitimate interests of both the

United States and Panama and the future contribution of this
important waterway to the world community.

They involve as well our nation's relations with Latin
America as a whole and the credibility and reputation of our
country as a force for creative leadership.

America has always looked to the future.
In the Panama Canal negotiations we have the opportunity

to do so again:
- To revitalize an outmoded relationship;
- To solve an international problem before it becomes a

crisis; and
- To demonstrate the qualities of justice, reason and

vision that have made and kept our country great.



APPENDIX 4

PANAMA-UNITED STATES RELATIONS, STATEMENT BY THE ADMINISTRA-

TIVE BOARD, UNITED STATES CATHOLIC CONFERENCE, FEBRUARY 24,
1975

The United States and the Republic of Panama are currently engaged in active
negotiations regarding a treaty involving the Panama Canal. It is a moral
imperative-a matter of elemental social justice-that a new and a more just
treaty be negotiated.

The history of these negotiations spans a seventy-year period, beginning with
the original Treaty of 1903 by which the United States assumed virtually sover-
eign and perpetual control over the heartland of the Panamanian Isthmus. More
recently, in February, 1974, the two nations signed the Kissinger-Tack Agree-
ment on Principles, which provides a significant basis for a new treaty.

Why is a new treaty imperative? In the first place, the 1903 treaty is, in itself,
of dubious moral validity, drafted as it was when international affairs were fre-
quently determined by precepts of power. Since that time, and despite the seventy
years that have passed in this century in which other peoples have achieved their
independence or have established functional control over their territory, this
treaty has remained essentially unchanged at the insistence of the more powerful
of the two parties.

In the second place, a more fundamental issue is the right of every nation to
utilize its natural resources for the development of its people. In his 1963 en-
cyclical Pacem In Terris, Pope John XXIII emphasized this basic principle of
international justice which had been strongly affirmed in the previous year's
declaration of the U.N. General Assembly (Resolution 1803, XXVII, December 14,
1962). Nations, the Holy Father stressed, "have the right to play the leading
part in the process of their own development" and "no country may unjustly
oppress others or unduly meddle in their affairs."

The principal natural resource of Panama is and always has been its geo-
graphic location and its configuration. The treaty of 1903 established a monopoly,
"in perpetuity," in favor of another government over the principal natural re-
source of the Republic of Panama.

The question, therefore, lies in whether or not we accept the fact that Panama
is a free and independent nation. As such, her claims over the Canal area are a
simple consequence of her basic right. In other words, if we accept the rights of
Panama over her territory, then instead of Panama negotiating with the United
States to obtain for herself some compensation for the use of the Canal and the
Canal Zone, it might be reasoned that negotiations should be the other way
around. The main benefits from the Canal should accrue to Panama, as a nation
with principal control over its natural resources, and a fair compensation should
accrue to the United States for its investment in Panama.

Besides the political, social and cultural consequences of the 1903 treaty that
argue strongly for a fundamental revision of U.S.-Panamanian relations, eco-
nomic considerations are also considerable. It is worth reviewing, in this regard,
some of the main benefits that accrue to each side as recently cited by the
Archbishop of Panama, Marcos McGrath, C.S.C.:

The Canal Zone, which measures roughly 10 by 50 miles in area, is the heart-
land, the most valuable economic area of Panama. Present use represents a
significant waste of this natural resource; only 3.6% of the land is occupied
by Canal installations; some 25% is not utilized at all, and 68% is designated
for military use. For this entire territory, including 14 military bases established
without any negotiations with Panama as to their location, the United States
pays an annual $1.9 million, as contrasted, for example, to the $20 million paid
annually for three bases in Spain.

Since 70% of the goods that transit the Canal come from or go to U.S. ports,
the non-commercial fees, frozen until this year at the 1914 level, have represented
an annual saving to U.S. commerce of $700 million. In this way, Panama, a poor
nation, is subsidizing the richest nation of the world and world commerce in
general.

(28)
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The savings to the I .'. Armed Forces in the u4 of tie 'anal in the sixty
years Since its inauguration are calculated in iXcefS of $11 billion.

The u.S. military investment in the ('amil Zone is more than double the total
civil investment, an expense that goes far beyond any lotion of rmere defense )f
the Canal. In fact, the U.S. Southern Comanind, located in the Canal Zone, is a
training center for military from all over lAtin America and a nerve venter
of military tact Ihrlralhot the continent. Surely mlilitur3 bmxel ewtali ied
within a nation should be the object of negotiation.

Nearly 20% of the gross national income of the Itepublic of Paama derives
from the Canal Zone economy, mostly in indirect form, through salaries and
males. The rise and fall of this income according to fluctuations in building and
other operations within the Canal Zone, factors beyond the crntril of the Ite
public, has a strongly distorting effect upon the Panamanian economy.

Since property and income in the Canal Zone are exempted fromi Panamanian
taxes, the government of Panama is denied a major source of revenue. As a
result, it has not been fully able to undertake programs of economic infrastruc-
tures and socio-econonic development, particularly for the impoverished rural
areas.

While these observations do not attempt to treat all questions relating to the
Panama Canal issue, they do serve to place the question within an overall cow-
text of international social justice.

For peace in the world, which can come only with justice in the world, it is
essential that we citizens of the United States, including our elected representa-
tives, approach the Panama Canal issue with the same moral sensitivity we
would apply to issues of justice within our own society.

Our national response to the new treaty will be a significant test of that
sensitivity. Not only the re-t of the Americas, but the whole world will be watch-
ing. The fundamental rights of the people of Panama, as well as the high ideals
and long-range interests of the 'nited States,. require a new and Just treaty. It
can become a sign of and a significant contribution toward world peace based
upon justice and fraternity between peoples.
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PRESS RELEASE BY THE CHAMBER OF COMMERCE OF THE UNITED STATES

Subject: Panama Canal treaty.

CHAMBER BACKS ADMINIsTRATION EFFORTS TO RENEGOTIATE PANAMA CANAL
TREATY

WASHINGTON, November 12-The Chamber of Commerce of the United States
today announced its support of the Ford Administration's efforts to renegotiate
the Panama Canal Treaty, reserving, however, final judgment until details of the
renegotiated treaty are made public.

The action came during the meeting of the National Chamber's Board of
Directors Nov. 6-7.

The Chamber board called on the Administration to adhere to the Statement of
Principles signed Feb. 7, 1974 by Secretary of State Henry Kissinger and Juan
Antonio Tack, Panama's Minister of Foreign Affairs. The principles state, in part,
that Panama is required to grant the United States the rights necessary to
regulate the transit of ships through the canal and to operate, maintain, pro-
teet and defend the canal.

The Chamber board listed the following reasons in support of a renegotiated
treaty:

1. Terms of the 1903 Treaty do not reflect changes in Panamanian-U.S.
relations which have occurred in the last 72 years, and no longer serve
U.S. national interests as well as a modernized treaty which would be based
on the concept of partnership;

2. President Ford is the third consecutive President to support negotia-
tions to achieve a modern relationship between the two countries;

3. General George Brown, chairman of the Joint Chiefs of Staff, in his
September, 1975, statement clearly expressed support for the current negotia-
tions; and

4. The Association of American Chambers of Commerce in Latin America
took a similar position earlier this year.

(30)
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I Treaty Serti4-, No. 431

)i> . SiI' ( 'ANAL Ti (4NN 14- T1IE '.\TERTh1 IF T1IE

.TLA NTIt AND PAwiv'( N)c N) 1

C()NVNIYtiN FA liN rI: I 'N I t~I ST-kE o 1F A MI$WAl

A NI) PAkN aN1IA

SivncId at Il'shinln. Xrmbrr I S. I! .: N(ItificationI adri.(d by th v
S&mote of the United States, February 23, 1904; Ratified by thi PreRi4nt
of the Ilnitfd St af x, F? bruurtry 25. JP( I ; IfitificteI by Pitnama DI)e tfr 2,
1903; Ratificutioinx c.rhiincd at W1a0hinytwn, Fcbruary ., Io 4 : Pro-
claimed by the nrcsitit of the( i )iltd Fstrueryx F;, lm,. b.
Stat. 1 P t. 21 22.14.

(NOTE: Art. I of this convention superseded by art. I of the treaty of Narch 2,
1936 153 Stat. 1NI7 ; TPS 9451 ; U.S. rights nider art. II renounced in part by
art. II of the 193f; treaty: art. V abrogated in Imart by art. III of the treaty of
January 25, 195 It )l'$ST 2273: TIAS 3297 : art. VI modified by art. X of the
195 treaty : first sentence of art. VII amended and third paragraph abrogated
by art. VI of the 1936 treaty. and second paragraph abrogated by art. IV and
certain U.S. rights ulder the first paragraph relinquished by art. V of the 1955
treaty : art. IX superseed by art. V of the 1934; treaty : art. X modified by art.
II of the 1955 treaty : art. XIV amended by art. VII of the 193 treaty and art. I
of the 1955 treaty ; certain Panama rights under art. XIX waived by art. IX of
the 1955 treaty.

By the President of the United States of American

A I'R LAMATION

Whereas a convention n between the I'nited States of America and the Repub-
lie of Panama to insure the construction of a ship canal across the Isthmus of
Panama to connect the Atlantic and Pacific 4 ceans. was concluded and signal by
their respective Plenipotentiaries at Washington. on the eighteenth day of No-
veinber, one thousand nine hundred and three,. the original of which Convention,
being in the English language. is word for word as follows.

IsT-rIhJAN C ANAL C4'ovNTIoN

The United States of America al the Republic of Panama heing desirous to
insure the construction of a ship cnal across the Isthmus of Panama to connect
the Atlantic and Paciflc oceans. and the congresss of the Unitel States of America
having passed an act approved .*ine 2s. 1902. in furtherance of that object, by
which the President of the IUnited States is authorized to acquire within a
reasonable time the control of the necessary territory of the Republic of CI-
lombia, and the sovereignty of such territory being actually vested in the
Republic of Panama, the high contracting parties have resolved for that purpose
to conclude a convention and have accordingly appointed as their plenipotenti-
aries.-

The President of the United States of America. JoHN IIAY, Se'retary of State.
and

The Government of the Republic of Panama. PHILPPE BvNAV-AARILA., Envoy
Extraordinary and Minister Plenipotentiary of the Republic of Panama. there-
unto specially empowered by said government. who are communnicating with each

(31)
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other their respective full powers, found to be in good and due form, have agreed
upon and concluded the following articles:

ARTICLE I

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

ARTICLE II

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

The Republic of Panama further grants in like manner to the United States

in perpetuity all islands within the limits of the zone above described and in
addition thereto the group of small islands in the Bay of Panama, named Perico,
Naos. Culebra and Flamenco.

ARTICLE III

The Republic of Panama grants to the United States all the rights, power
and authority within the zone mentioned and described in Article II of this

agreement and within the limits of all auxiliary lands and waters mentioned

and described in said Article II which the United States would possess and ex-

ercise if it were the sovereign of the territory within which said lands and

waters are located to the entire exclusion of the exercise by the Republic of

Panama of any such sovereign rights, power or authority.

ARTICLE IV

As rights subsidiary to the above grants the Republic of Panama grants in

perpetuity to the United States the right to use the rivers, streams, lakes and

other bodies of water within its limits for navigation, the supply of water or

water-power or other purposes, so far as the use of said rivers, streams, lakes and

bodies of water and the waters thereof may be necessary and convenient for

the construction, maintenance, operation, sanitation and protection of the said

Canal.
ARTICLE V

The Republic of Panama grants to the United States in perpetuity a monopoly

for the construction, maintenance and operation of any system of communica-

tion by means of canal or railroad across its territory between the Caribbean

Sea and the Pacific ocean.
ARTICLE VI

The grants herein contained shall in no manner invalidate the titles or rights

of private land holders or owners of private property in the said zone or in or

to any of the lands or waters granted to the United States by the provisions of

any Article of this treaty, nor shall they interfere with the rights of way over the

public roads passing through the said zone or over any of the said lands or waters

unless said rights of way or private rights shall conflict with rights herein

granted to the United States in which case the rights of the United States shall

be superior. All damages caused to the owners of private lands or private prop-

erty of any kind by reason of the grants contained in this treaty or by reason

of the operations of the United States, its agents or employees, or by reason of

the construction, maintenance, operation, sanitation and protection of the said
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to the S4 nited States its right privileges. properties and n'essions ts well as
the Panama Railroad and al (t' shares or tart of the shares of that copay :
but the public ad situ ted out sade of tI zone des'rib*d in \r t e II ttf thi,
treaty it included in tht tan eiats ta both said enterprises aad not require
In (le coastru'ti or aaeratitn of h lie ;atial sha revert t the Repubdi tf

anaa except any property now owned by or in the Iosstssiot of said Coa
panis wi thin Pauf-ia or Cation or the pxrts or t'ruiinals therI.f.

ART IL Ix

The I'nited States agr s that the I irtI at either entrance of the 'anil and
the waters thereof. and the Republic rtf IaIiIa agrees that tha htFwZs of Panama
and C'olon shall be free for all tine so that there shall lft h-- iitoseti or cI;llI'cted

:1 ,1 1K



custom house tolls, tonnage, anchorage, lighthouse, wharf, pilot, or quarantine
dues or any other charges or taxes of any kind upon any vessel using or passing
through the Canal or belonging to or employed by the United States, directly
or indirectly, in connection with the construction, maintenance, operation, sanita-
tion and protection of the main Canal, or auxiliary works, or upon the cargo,
officers, crew, or passengers of any such vessels, except such tolls and charges as
may be imposed by the United States for the use of the Canal and other works,
and except tolls and charges imposed by the Republic of Panama upon merchan-
dise destined to be introduced for the consumption of the rest of the Republic of
Panama, and upon vessels touching at the ports of Colon and Panama and which
do not cross the Canal.

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

ARTICLE X

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

ARTICLE XI

The United States agrees that the official dispatches of the Government of
the Republic of Panama shall be transmitted over any telegraph lines established
for canal purposes and used for public and private business at rates not higher
than those required from officials in the service of the United States.

ARTICLE xII

The Government of the Republic of Panama shall permit the immigration
and free access to the lands and workshops of the Canal and its auxiliary works
of all employees and workmen of whatever nationality under contract to work
upon or seeking employment upon or in any wise connected with the said Canal
and its auxiliary works, with their respective families, and all such persons
shall be free and exempt from the military service of the Republic of Panama.

ARTICLE XIII

The United States may import at any time into the said zone and auxiliary
lands, free of custom duties, imposts, taxes, or other charges, and without any
restrictions, any and all vessels, dredges, engines, cars, machinery, tools, explo-
sives, materials, supplies, and other articles necessary and convenient in the
construction, maintenance, operation, sanitation and protection of the Canal
and auxiliary works, and all provisions, medicines, clothing, supplies and other
things necessary and convenient for the officers, employees, workmen and
laborers in the service and employ of the United States and for their families.
If any such articles are disposed of for use outside of the zone and auxiliary
lands granted to the United States and within the territory of the Republic,
they shall be subject to the same import or other duties as like articles imported
under the laws of the Republic of Panama.

ARTICLE xIV

As the price or compensation for the rights, powers and privileges granted
in this convention by the Republic of Panama to the United States, the Govern-
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its modifications or annulment, the Republic of Panama agrees to procure its
modification or annulment in such form that there shall not exist any conflict
with the stipulations of the present convention.

ARTICLE XXI

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

ARTICLE XXII

The Republic of Panama renounces and grants to the United States the
participation to which it might be entitled in the future earnings of the Canal
under Article XV of the Concessionary contract with Lucien N. B. Wyse now
owned by the New Panama Canal Company and any and all other rights or claims
of a pecuniary nature arising under or relating to said concession, or arising
under or relating to the concessions to the Panama Railroad Company or any
extension or modification thereof; and it likewise renounces, confirms and grants
to the United States, now and hereafter, all the rights and property reserved in
the said concessions which otherwise would belong to Panama at or before the
expiration of the terms of ninety-nine years of the concessions granted to or held
by the above mentioned party and companies, and all right, title and interest
which it now has or may hereafter have, in and to the lands, canals, works,
property and rights held by the said companies under said concessions or other-
wise, and acquired or to be acquired by the United States from or through the
New Panama Canal Company, including any property and rights which might
or may in the future either by lapse of time, forfeiture or otherwise, revert to
the Republic of Panama under any contracts or concessions, with said Wyse, the
Universal Panama Canal Company, the Panama Railroad Company and the New
Panama Canal Company.

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

ARTICLE XXIII

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

establish fortifications for these purposes.

ARTICLE XXIV

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

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

ARTICLE XXV

For the better performance of the engagements of this convention atid to the
end of the efficient protection of the Canal and the preservation of its neutrality,
the Government of the Republic of Panama will sell or lease to the United States



land adheilet azii msoar y tor ma iii or rtnditig -Itttot oh Ih l 'th at

alnd onl thte aavsIvrni ~atriban tit' f rUttIIrt iielejil-a Ti-trai Iat~i - I to- hrur
u n I ith hr t'r idvjt of it' I'itit i .IitII

AKI II X
Thtis n omt ni~ h hi ' litiiagwi ha rta I 'leitiptn t i a''e t f t rI at nlit'Iiag '

ties shall e ratt n-t 1 tie rvsjaa'i'I i; a at in t i ta lit' rt Iii at I I r I
exVh agel at \\ ithi g! t at he en ri I 1at 1 ntu a 1 -

In fa th a w ro t I' rt pr ta e a'lenp1tr t ri hita igua :he 1r1 - I;t I t
v'entIoua iin tulia ae aii ht bae ha'reauat. t ulixei I heat reprettl a V Mal

1)one at the 4 'latt f \\ ashinagttai ft 1Th dita o~f Nariher itt tlhe ,s r 4our
IArd Jintttn hundred and hret'.

SSEA LjJoNIA
[SEALI I' i 5A \AMIJA

And ' heria' I he sih f t ei it 'i - Iai b'n tiI rla oi . , ti III wa ri n and he
rati fita ioit f 1 he - t o - f I I Ia auaen a er' rx'h a 1ged i 1w ( it ,tf \\tsh 1. i 4tt

OFI titI tw eity 4th fa t F F I IrIIa yI , t , h!1 ' ata[. 1 , t'I:I hu!dr -i aIn fI Iur
Now, therefore. hA it kiwa Ihit i Tilt re Il io'wav . I'ra':I-ea I the

united StnaitI of Ai lit'n.iI have tauseI ha 'aid rI'oaxetion Ti, intd publii ta
the endl that the saine atid a" ery artia'la anal t'htte thereof. niuag hr oah'ra'ad ittt
fulfill with goII , faith 1ai Ihe I 'iital St:atIt and IiII , iti 1ns thereof.

In teftiatoay where f I have litrwunto t't niy hiand and "atd the M'al of the
I nited t te of AunienI to %1 1 ffi\ed

Dione at the City of Wihington. thi ta enty-ixthi dax -f Februnrv, i the y ear
of our Iard on thonmanad ni1 hulindrtd a I ft n ir. a!d f the I deiazdeuet of the
United State tha one hundred ana ta went- eighth

ISEAj TLoLt. Ui{Pfo

By the resident:
JohN% H I AY, Nct ary of $ttc.



APPENDIX 7

PANAMA CANAL

[Updated October 14, 1975, Issue Brief No. IB74138]

(By K. Larry Storrs, Foreign Affairs Division, and Barry Sklar, Foreign Affairs
Division of the Library of Congress, Congressional Research Service, Major
Issues System)

Issue definition
The 1903 Convention for the Construction of a Ship Canal between the United

States and Panama granted the United States the right to build, operate, and
defend a canal across the Isthmus of Panama and to exercise "in perpetuity"
sovereign rights and authority within a specified zone contiguous to the canal.
Over the years, Panamanian resentment of what it considers the inequitable
terms of the treaty has made the canal issue a major irritant in United States-
Panamanian relations. On December 18, 1964, President Johnson announced the
nation's willingness to negotiate new canal treaties to best accommodate both
United States and Panamanian interests. The Nixon-Ford administrations have
essentially adopted the same policy.

Sentiment in Congress is divided between members who believe that new
treaties are essential to the maintenance of good relations with Panama and
other Hemisphere nations, sympathetic to the Panamanian cause, and those who
oppose any change in the U.S. status in the Canal Zone area on grounds that
the rights now retained are essential to national interests. Recent congressional
action, however, seems weighted on the "status quo" side.

Background and policy analysis
The strategic geographical location of the Isthmus of Panama, affording the

potential of a short-cut route between the Atlantic and Pacific Oceans, gener-
ated United States interest in a canal early in the 19th century. During the
period, the United States concluded treaties with various nations to secure
a U.S. interest in any canal constructed in the area. While the territory of the
Isthmus was still a part of Colombia, the United States concluded a treaty with
that nation (the Hay-Herran Treaty, signed in January 1903) providing for
U.S. construction and operation of a canal across the Isthmus. After Colombia
rejected the treaty, the Panamanians, many of whom had long sought an inde-
pendent Panamanian nation proclaimed their independence (November 3, 1903)
with U.S. military forces standing by offshore.

On December 2, 1903, the new Provisional Government of Panama ratified
a canal pact titled the Convention for the Construction of a Ship Canal (Hay-
Bunau-Varilla Treaty), based substantially on the rejected Hay-Herran Treaty.
Its basic provisions (1) granted to the United States "in perpetuity the use, oc-
cupation and control" of a specified zone of land through Panamanian territory
for the construction, operation, and defense of a ship canal (Article I) ; (2)
afforded the United States "all the rights, power and authority within the
zone . . . which the United States would possess and exercise if it were the
sovereign of the territory . . . to the entire exclusion of the exercise by the Re-
public of Panama of any such sovereign rights, power or authority" (Article
III) ; and (3) provided for payment of U.,S. compensation to Panama of an
initial $10 million and a yearly annuity (Article XIV).

Since 1903 treaty's inception, Panamanians have charged that its basic terms
involve concessions extracted from an immature new republic under the advice
and influence of unscrupulous individuals and foreign interests. The principal
Panamanian objections are the terms of Articles I and III, which afford the
United States full sovereign rights, control, and governmental jurisdiction over

(38)
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demands of rapidly increasing world commerce and the advent of modern ship-
building technology resulting in vessels of much greater size will require major
expansion of the capacity of the present canal and probably eventual construc-
tion of a sea-level canal in the area. The United States option to expand and
modernize the present canal and to construct a sea-level canal in Panama along
the route recommended by the Atlantic and Pacific Interoceanic Canal Study
Commission are both issues in the current canal treaty negotiations.

Negotiation of new Panama Canal treaties has met substantial opposition in
the U.S. Congress, the Department of Defense, and among a variety of interest
groups in this country. The principal argument advanced by opponents is that
if vital U.S. commercial and strategic interests are to be safeguarded the United
States must continue to exercise sole responsibility for the operation, control.
and defense of the canal, and must retain sovereignty and U.S. jurisdiction
within the Canal Zone area. Also of major concern is United States acceptance
of treaty provisions which would limit or reduce the current U.S. military
presence in the Canal Zone. Opponents cite the vital strategic function Ier-
formed by the U.S. military in the Canal Zone in terms of protecting U.S. in-
terests in the canal directly and in serving as deterrent to the ambitions of
powers hostile to the United States, thereby safeguarding national security and
hemisphere defense interests as well.

Other arguments advanced by opponents of new treaties include: (1) the
mandate for permanent U.S. sovereignty and control of the canal and Canal Zone
was legally vested in the United States by the 1903 treaty, duly signed and
ratified by Panama. and all rights and titles to lands now under United States
control were justly purchased by the U.S. Government: (2) under terms of the
treaty the Inited States undertook to construct, and for the past 60 years has
continued to effectively maintain, operate, and defend the canal to the benefit
of all the world's nations and at a U.S. taxpayers net investment of almost $6
billion: (3) the continued efficient U.S. operation of the canal has resulted in
major economic benefits for Panama. providing a major contribution to the
Panamanian economy and affording it the highest per capita income in Central
America and the fourth highest in Latin America; and (4) Panama's history of
political instability and its lack of technical and managerial expertise and other
required resources demonstrates that Panama does not possess the capacity to
effectively manage. operate, and defend the canal.

Congressional and other opponents of new treaties believe that the United
States can continue to make adjustments to improve its relationship with Pan-
ama under the existing treaty. Concern for U.S. retention of sovereignty and
complete jurisdiction and control of the canal and Canal Zone has resulted in
the introduction of numerous resolutions in this and prior Congresses calling
upon the United States Government to retain the full rights and status which it
now enjoys.

One legislative approach by opponents of new treaties has been the introduc-
tion of legislation to implement an earlier proposal to modernize the existing
lock canal in lieu of construction of a sea-level canal through Panamanian
territory, one of the chief areas of negotiation in the current treaty talks. They
argue that implementation of the Terminal Lakes-Third Locks Plan, a project
partially authorized by Congress in 1939, would provide for a major increase
of capacity and operational improvement of the existing lock canal under present
treaty provisions. Such action, supporters believe, would afford the United States
the best operational canal at the least cost. It would also obviate the need for
new treaties with Panama, thereby eliminating a confrontation with Panama
over demand for major concessions that would almost certainly be made in
negotiations for a sea-level canal through its territory. Critics of the existing
treaties contend that this approach overlooks the basic issue, which is Panama-
nian dissatisfaction with the status quo.

Meanwhile, the State Department remains hopeful that the draft of a new
treaty can be completed by the fall of 1975.

Legislation
The following bills are a sample of the many that have been introduced

recently on the Panama Canal Treaty issue.
S. Con. Res. 78 (McGee) Apr. 1, 1974, 93d Congress:
Expresses it to be the sense of the Congress that negotiations for a new

Panama Canal Treaty are necessary in the interests of both the Republic of
Panama and the United States. Affirms that, with reference to the promulgation
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of Uich a treaty, the i'ongress of the I'nited State- endorse sp4itledi Iriniph
agreed ti by the I'nited States of Aierioa and the l0epulic of I'anlna on Feb T
1974, at Pana i 'ity.

No action was taken on the bill by the Senate Committee on Foreign Rela
tlions.

LRt, 19 Fhld .4th I'ongress :
Pa ilia ('anIl modernization n At. I iret Im I .vernor of the Canal Zoe.

under the suleriion of the Seretary of the Armni, to prowecute the work neti'4
sary to increase the caplacity and improve the operation- If the Pan ana ('.nal
through the daptat bit of tle Third I iki Projt- ii lous I 'I Vo 2111. 74th

i ngreas a t a total nst not to excd 9)5i million.
Establishes the PaI naa tInal AdvIory a ndo I tispction BIard, composed o& f

five members apiinted by the l'residnt. by ndl ith tIl advice and conent
of the Senate, to study and review plan% an dt gn- for the Third Icks Iroj-

et. Gives the Iard Imwers to carry out the provision, of thk Act. IRequire
the Bioard to suhint ani ann urn rej rt : :he I 'ra'h-cn ua l <'ongren an t ha
progress of its work.

1.R. 19$ wa, introduced on iJan. 1 1975. ait referr1, 9., the Io w- \Ierchant
Marine anl Fisheries 4'ainjit tee.
S. lItes. 97 1 Thurnond i :
I )elares it to e the sen e of the Senate that : I I i the ( Lnernn t of the nited

States should maintain and protet it ereigh right and jur dicit ion oer h
Canal Zone, ani should in noi way ced. dilute. forfeit. negotiate. or trai1fer aIT

of these sovereign rights. pom er, ant itority. jurisdict bit. I erritori'. or paraaprty
thiat are indispen alay ecesary for the arQtea't ion anl -- writy of the li nit 191

Sta tes anl the ent ire \\Ve4ern hemisphere 2 j there le o relin'ui'hiet or
surrender of any' present ly vested I 'nit t' States som reign right, ~mer. a:ithority
or property, tangible or aitatigible. emp''lt by t reaty :t horizedl b the 4 'ongre's
ind duly ratitled by the I nite d Stat : ad I I - tr- he no rei a to Pananta, or

other divestiture of any I dnite StateQoIwnel pr IArty Iangible or intanial-.
without prior authorization by the I congresss i loue aid Senate , a, proviled

in articlee I\, Section :. 'lans' 2 of tII I-nit1i States 4'anst itition.
S. Rtes. 97 was mnt roduavd oii Mar. 4, 1975. anal referred to the Sate Foreign

Relations C"niniIttee. ISi ilar ta S. es :1I1 I Thurn ind . Kid ('ongre. and
11. HR 1.: and ouse solutions 2:. 21. -O. Q, Q. 71. 75. '2. 105. 127. anol
12$s 14t h C'ongress.,)

Amendment to IFR ,121 1 Snyder)
An amendment to State liept. ApPrpriatia aiill, Se . lid --none of funds

appropriated . . . shall is' used for the putrPaaws of negotiating the surrent'r
Ior relinquishinent of any V~.S. rights in the Planama ( 'anal Zoeif paIt% 210 1 i'.

on June 2, 1975.
1 The Seinate struck the. Snyder anment frin the Apprapritiont bill which
passed St'pt emlaer :i. 197j

Tin September 1 197, the IIousemite 4'onferene. in ltu af the Sn ler
amendment, reported a t m,'mnprmi' 1., t1 it' 1eet that ''It is th ani of th

Congress that an i lanitmt1 I 'anal Ir ear tar agreenwte TnnF- pra at el the vi 'a I
interests of it" I'tited States in the operate a. 1m ntenano. property and defen'
of the Pananal ('anal."

The oue, on Septemt1 r 21. 1975. failed 197 I to recede franT it disagree
ent with th, Senate and insisted tan the Siti tIer ateifmnent.

On Septemtber 261, 1975. tte Senate refnM'd to a If elat th' S -4r a niendunent
and further confeIt n -I'i (ifnre negoIiate ehedi led The H, I;-p. on I etoaer 7,
1975. approval 212 201 a seo p-nd fereic a atpramio stating the n 'e af
Congress 'that any new Pana I 'anal reaty aar agrevnt'lnt must prutet the

vital interest of the lUnited States in hlo. t 'a al Zone aTid in the aIIlerat ion, Nain
tenancy,. property and defense of the Panama Canal. The Seimat' n t :'t'lted the
compromise the following day.

feiarings
U.S. Congress houe. Conuittee on .\pprojarintions Sulonantit n the I )a

apartment of Transprtatian and Related Agencies Appropritions Depart
Inent of Transportation and RedIted Agencies Alaor,1priations for 1971
Ilearings 9th Congress, 1st session. Washington. U S. tIvt Print. OIff
1975. IIearings on Panama ('anal, Apr 17. 1975. P. 1 21

17S. congress . IFouse. ConIittee on Foreign Affair . Subcommittee an Inter
American Aff airs, Panima I anal, 1971. IIearings, 92n vongreqs. 4,t lnsaron.



on H. Res. 74, 154, 156, and other resolutions. Sept. 22 [and] 23, 1971.
Washington, U.S. Govt. Print. Off., 1971. 173 p.

United States relations with Panama. Hearings, 93d Congress, 1st session.
Feb. 20, 1973, Washington, U.S. Govt. Print. Off., 1973. 53 p.

U.S. Congress. House. Committee on Foreign Affairs. Subcommittee on Inter-
American Affairs and International Organizations and Movements. Com-
mittee on Merchant Marine and Fisheries. Subcommittee on Panama Canal.
United Nations Security Council meeting in Panama. Hearings, 93d Congress,
1st session. Apr. 3, 1973. Washington, U.S. Govt. Print. Off., 1973. 34 p.

U.S. Congress. House. Committee on Merchant Marine and Fisheries. Subcom-
mittee on Panama Canal. Panama Canal briefings. Hearings, 93d Congress,
1st session Apr. 13. 1973. Washington, U.S. Govt. Print. Off., 1973. 78 p.

Briefings concerning treaty negotiations and current activities of the
Panama Canal and Canal Zone.

"Serial no. 93-8"
Panama Canal treaty negotiations. Hearings, 92d Congress, 1st and 2d

sessions on treaties affecting the operations of the Panama Canal. Wash-
ington, U.S. Govt. Print. Off., 1972. 371 p.

Hearings held Nov. 29, 30; Dec. 2, 6, 10, 1971; Jan. 17-18; July 24;
Aug. 10, 1972.

"Serial no. 92-30"
Panama canal treaty negotiations. Hearings, 92d Congress, 2d session.

Washington, U.S. Govt. Print. Off., 1972. 373-511 p.
Addendum to hearings held Nov. 29 . . . Dec. 10, 1971; Jan. 17

Aug. 10, 1972.

Reports and congress onal documents
U.S. Congress. House. Committee on Foreign Affairs. Subcommittee on Inter-

American Affairs. Report on United States relations with Panama . . . pur-
suant to H. Res. 113. 86th Congress, 2d session. Washington, U.S. Govt.
Print. Off., 1960. 98 p.

(86th Congress, 2d session. House. Report no. 2218)

Other congressional action
According to U.S. legislative procedure, new treaties would be submitted solely

to the Senate for ratification; however, many opponents of new Panama Canal
treaties in the House of Representatives have raised the issue that House ap-
proval is necessary before any U.S. territory or property under U.S. jurisdiction
within the Canal Zone can be ceded to Panama. House members cite as legal
justification for their position the United States Constitution, Article IV, Sec-
tion 3, Clause 2, which states "The Congress shall have power to dispose of and
make all needful rules and regulations respecting the territory or other prop-
erty belonging to the United States." House members who support this position
contend that "Congress" must be interpreted as both the Senate and the House
of Representatives, and therefore any new canal treaties providing for the dis-
posal of U.S.-controlled territories or properties would be invalid unless the
required approval of both Houses were obtained. Language to ensure House
jurisdiction had been included in House and Senate resolutions recently intro-
duced. Furthermore, the issue was examined at length during hearings on
December 2, 1971, by the House Merchant Marine and Fisheries Committee's
Subcommittee on the Panama Canal concerning "Panama Canal Treaty Nego-
tiations" (pp. 95-147).
Chronology of events
October 7, 1975--Backing off from efforts to ban funds for Panama Canal nego-

tiations, the House approved (212-201) a second conference compromise
on State Department appropriations stating the sense of Congress "that any
new Panama Canal treaty or agreement must protect the vital interests of
the United States in the Canal Zone and in the operation, maintenance,
property and defense of the Panama Canal." The new compromise added a
reference to protecting U.S. vital interests in "the Canal Zone," thus elimi-
nating a principal House objection expressed on September 24. The Senate
accepted the compromise the following day. State Department officials said
they were pleased with the vote removing the cloud over negotiation funding.

September 26, 1975-By voice vote the Senate rejected the House-passed "Snyder
amendment" ban on funds for Panama Canal negotiations and asked for new
negotiations with the House.
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August 11, 1975--An article in the Journal of Commerce reported that accordingto Panama's consul-general in New York Juan Antonio Stagg, who wasformerly a negotiator in the treaty talks, four points still remained to beresolved between the United States and Panama: (1) duration of the treaty-the year most frequently mentioned was 2000; (2) lands and watersnecessary to operate and defend the canal; (3) construction of a new sealevel canal-Panama will give the United States a 5-year option to undertakea new canal but the United States doesn't want to hurry into it. (4) economiccompensation. According to Stagg, the United States would maintain a mili-tary presence in the Canal Zone under the new treaty.August 2, 19 75-Senator Harry Byrd announced that he was delaying a legisla-tive attempt to block funds for further negotiation on a new Panama CanalTreaty. The Senator had intended to introduce a resolution similar to theSnyder amendment which passed the House on June 26. State DepartmentOfficials said that 59 of the 93 Senators present had committed themselvesto a move to table the Byrd resolution.
July 24, 1975-The head of the Panamanian Government, Gen. Omar Torrijos,warned that further delay in treaty negotiations might cause hostility inPanama that could not be contained, and might even lead to his own over-throw. Torrijos accused the Ford Administration of stalling the negotiationsbecause of political pressures in the United States.
July 23, 1975-An article in the Miami Herald reported that the PanamanianGovernment, in displeasure over the status of treaty negotiations, resortedto public disclosure of differences between the United States and Panama ina position paper circulated among Panamanian student leaders last weekand discussed by Panamanian negotiators in the National Assembly. Theaction came after General Torrijos charged that the United States violatedthe secrecy accord by leaking information to the Congress, the Pentagon and

civilian residents of the Canal Zone. Among the disclosures reported in the
Herald were: the Pentagon wants to hold on to much more land for defense
purposes than Panama is willing to concede; the U.S. wants three times more
land for the operation of the Canal than Panama will allow; Panama wants
a new treaty to expire after 25 years, with full control of the canal revert-
ing to Panama, while the United States wants a 50-year treaty, with 30
additional years if it builds a sea-level canal; both countries agree on the
integration of the Canal Zone into the Republic of Panama with three years;
Panama would agree initially to allow the United States to keep three of the
14 military installations in the Canal Zone and then gradually eliminate
those three; Panama is dissatisfied with a U.S. offer to increase the present
$2.3 million annuity to $44 million.

June 26, 1975-In a significant show of congressional sentiment over the Panama
Canal treaty negotiation issue, an amendment offered by Representative
Snyder to the State Department appropriations bill denying funds for the
treaty negotiations passed 246-164.

February 7, 1974-Secretary of State Henry Kissinger and Panamanian Foreign
Minister Juan Tack signed a Statement of Principles establishing eight
guidelines for new canal treaties.

September 13, 1973-U.S. Ambassador-at-Large Ellsworth Bunker was officially
confirmed as the new chief U.S. Panama Canal negotiator. (Former repre-
sentative Robert Anderson resigned in July 1973).

March 21, 1973-The United States vetoed a U.N. Security Council resolution
referring to a new Panama Canal treaty which would "guarantee full respect
for Panama's effective sovereignty over all of its territory," on grounds that
the treaty negotiations were a bilateral matter. (Of the 15 Security Council
members, 13 voted in favor of the resolution, and one abstained).

June 29, 1971-The United States and Panama resumed negotiations on new
canal treaties.

December 1, 1970-The Atlantic-Pacific Interoceanic Canal Study Commission,
in its final report, recommended construction of a sea-level canal in Panama
and urged the U.S. Government to negotiate a treaty with Panama concerning
the existing canal and sea-level canal providing for their operation and de-
fense "in an equitable and mutually acceptable relationship between the
United States and Panama."

September 1, 1970-The Panamanian government notified the United States that
the three draft Panama Canal treaties of 1967 were unacceptable as a basis
for resuming treaty negotiations.
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August 21. 1!171 he nitel Sti's in iuwed the erzi :ai n w of :a gre
wnent with Panama pertitt intu i free and ox,uie ue of Ihe 1I al re n
fur mnilitar3 trinnlg I io lit" i. a he oIl fed W l'\AhuI liltt-id h
'ail Znt being ted by I .M troops )

let her 11. li4> I'ioel )Imsr T orrijo head of the 1'anIninian Na il 
;twird, led a inilitar coup hich It]rh I ren l resident Arnuifo .\rIa4 1 ; 1 l

assumed leadership of the nation.
June 26, Pift P7rcdh Id Johnson and Ia'atnatiu President Rubes annomned

that agreenwiit had been reached on the ''forI al content' f three o
canal treaties goIerning administration of the existing canal. Ihe defen e
and neutralit of the erosting ennui anl the poaRbh ouslruution of a 
level canal.

Si;pternlr h 1tr president 1.ydun IJohnsoz and Pa nnia niui 'r h-ut
1taren *X Ridh-s isetnt4 a Ji dlt st 2 enient a tnn oui mi that thiiret' niew~ luima

'ianl treat-i ioul be negotiated :1n: oftlining 0-rtain pirii-det1 t, o
included in the new treaties I i ilted States and 1'au:nanian negotr fr

began talks cncerning the terms for a nw l'ianmua 'anal I reat) in
January l1iLMi

SeptemIer 22, 1!4--The President signe I'. P UI ant horizing the edabIi.h
nwit of Ath t .th i ti-I:wiIIfc Interceaniri ('anal Sr u (' uWnission to inetI
gate the feasibility of a mIore suitable site for tih cost ruction of a sea-em i

(an1 l. ('o mission enbers NerI ap int-d o A April l I5 I!'2
April 3, 19 4 --Tei Organization of .\nerb-ai States publofhed a joint de ; tr

tion of the Governrinents of Panaa 1 the ::iited States Rn which the
agreed to r--stabl ish t -iplonatiR rea i in a i tI I 1 r ignat' Sei l . \mba
dors to seek the prompt elimi nation of the -aI) of iontiIt between Ti7
two countries. I )Iplatic relations were establish d and the ambassadrs
appointed on April 4. 1964. i

February 4. 1 ! m The I lAS I'ouneil voted to inoke t he nter-.\rneria I Treat, f
Reciprocal Assistante R1io Treaty in ie dispute between the United
States and Panam a I the first time that the regional defense nchineri
had been utilized in a dispute involving the Ir'nited States

January 29, 14- The Pat i nia n (;overiment cale-d upn t he ConIIi of I ie
4Organization of Anerican States tl take up its chia rges of aggression agI In t
the United States as a result of the CaIna Zone hag riots

January 10, 196'4- .Panam: suspended hIt ions with the I nite States. cha rged
the i'nited States with agesson at the Inited Nations and filed a n
plaint with the Inter-\merican Peace Commit tee f the OIrnnization
American States, following rioting over the disl iay Lf the TS flag Rela
lions were officially broken on January 17. It)4

January 10. 1963-Ulnited States anid Pananiania n conferees announced a gree-
nwnt cncerning the thag Issue in the I 'anail Zone to the- efl'eet that the P anut

mania flag woul he flown in the Zone at all poi nt'- where the I' S Ilag
is flown by civilian authorities

June 13, 1!t41-President Kennedy and visiting Pa namanIan I 'resident I dberto

('hiari issued a joint cnInunique stating that repreentative of the w o

nations wold be named to discuss pints of issat isfact io c -nIe -ring the
Panama C'anal and ('anal Zone wIthin the l 'rl IIters of the existing Tinlt I
treaties. Talks began in July 1!2 and ended in .il' 1'.6 p

November 16i. 1!961-The Panamanian Nationail .\sembly unanimously adulated
a resolution calling for the abrogation of anal treatie with the limited
States and the negotiation of a new treaty to inle aflirmtion of Pana
maniani sovereignity over the ('anal Zone ai a fieid date for the turn,- I er
of the canal to Panamna.

September H, 1n1 T-Panamanian President Roberto ('hiari in a etIer to Prei
dent Kennedy, requested a revision of the 'anIa 'anal treaty. Pres
Chiari formally announced his government's esire to negoiate a i

canal treaty on September 11. 'I.
February 2, 196--The house of Representatives passed II ,-on. les 459 eX

pressing the sense of congress s that any variance in the traditional inter

pretation of the Panama anal treats, eseialy with respt to terr-
torial sovereignty. shoul e made only by treaty.

November 2s. 1959iRioting broke out as Panamanian demonstrators attempting
second tie to enter the Canal Zone to Implant the Panamanian flag ere
turned back hy Panamanian and U.S. forces.

November 24. 1959-lSeputy Under Secretarv f State .ivigstone merchant ol

mii official mission to Panama. declared that the United States -- re ognizes
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that titular sovereignty over the Canal Zone remains in the Government
of Panama."

November 3, 1959-The Governor of the Canal Zone called for U.S. Armed
Forces to quell a riot resulting from Panamanian demonstrators attempting
to implant the Panamanian flag within the Zone.

September 25, 1959-The Government of Panama formally requested that the
Panamanian flag be flown in the Canal Zone.

January 25, 1955-The United States and Panama signed the Treaty of Mutual
Understanding and Cooperation which revised, redefined or renounced cer-
tain rights of the United States and Panama provided in the basic 1903
canal treaty and the 1936 treaty, and increased the annual annuity to
Panama to $1,930,000.

March 2, 1936-The United States and Panama signed the General Treaty of
Friendship and Cooperation which revised, redefined or renounced certain
rights of the United States and Panama provided in the original 1903 canal
treaty, and increased the annual annuity to Panama to $430,000.

March 1, 1922-The United States and Colombia exchanged ratifications of the
Thomson-Urrutia Treaty (signed on April 6, 1914) whereby Colombia recog-
nized the exclusive U.S. title to the Panama Canal.

August 15, 1914-The Panama Canal was opened to navigation.
April 18, 1906-Secretary of War William H. Taft, in testimony before the Sen-

ate Committee on Interoceanic Canals, stated: "(Article III of the Panama
Canal treaty) is peculiar in not conferring sovereignty directly upon the
United States, but in giving to the United States the powers which it would
have if it were sovereign. This gives rise to the obvious implication that a
mere titular sovereignty is reserved in the Panamanian Government."

February 23, 1904-The U.S. Senate approved the Hay-Bunau-Varilla Treaty.
(The treaty was officially proclaimed by President Roosevelt on February 26,

1903.)
January 20, 1904-Secretary of State John Hay, in a letter to Senator Spooner

concerning the Panama Canal treaty, wrote: "We shall have a treaty .
vastly advantageous to the United States, and, we must confess . . . not so
advantageous to Panama. . You and I know too well how many points
there are in this treaty to which a Panamanian patriot could object."

December 2, 1903-The provisional government of Panama ratified the Hay-
Bunau-Varilla Treaty.

November 18, 1903-The United States and Panama signed the Convention for the
Construction of a Ship Canal (Hay-Bunau-Varilla Treaty) granting the
United States sovereign rights and authority "in perpetuity" over a specified
zone of land in Panamanian territory for the construction, operation and
protection of a ship canal.

November 6, 1903-The United States recognized the new Republic of Panama,
which had declared its independence from Colombia three days earlier.

August 12, 1903-The Colombian Senate unanimously rejected the Hay-Herran
Treaty.

January 22, 1903--The United States and Colombia signed the Hay-Herran
Treaty granting the United States a 100-year lease (with option for renewal)
on a specified zone of land across the Isthmus of Panama, with the exclusive
right to construct, operate, and protect a ship canal.

June 2, 1902-The U.S. Congress enacted the Spooner Act authorizing the Presi-
dent to acquire the assets of the former French canal company and to
acquire a specified strip of land and additional rights and territory from
Colombia for the construction and operation of a ship canal.

November 18, 1901-The United States and Great Britain signed the Hay-
Pauncefote Treaty granting the United States the exclusive right to con-
struct, regulate, and manage a ship canal across Central America.

1899-In 1899 the U.S. Congress passed a law directing the President to name a
commission to examine all practical routes for the construction of a ship
canal across Central America.

1898-In 1898 President McKinley, in a message to Congress, stated that a mari-
time highway across the Central American isthmus and its control by the
United States was indispensable to U.S. commercial interests and territorial
expansion.

May 18, 1878-In 1878 a French interoceanic canal company procured a con-
cession from the Government of Colombia to build a maritime canal through
its territory. (The French canal enterprise collapsed in 1889.)
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1)vemiber 12, 1 4 I Ili 184v the I'nild Statts and New (;ranida I Colomnhia)
signed the Treaty of Peace, Amity, Navigation, and Coninerce guaranteeing
the rights of sovereignty and property possessed by C'oloia1 over the
Istims of Paam I and the niitriality of the Istillillis, adll gnlura'tae n1 tio
the I'nited States free right of way or transit across the Isthmus.

March 2, 13 1 in 1839 the 11ouse passed a resolution requesting the lPresident
to negotiate with other interested nations concerning the construction of a
ship 1anal across the Isthmus of Pan a. This followed by tour years a
similar Senate acion.

May 18, 182G-Ii 1826 Secretary of State hlenry Clay Iiroposed that delegates
from the United States and the newly independent South American republics
meeting at the Congress of Panama consider a Joint undlertaking to cO-
struct a canal across the Central American isthmus.
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