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Sod"eshoreturnedbeitwas8retortion.

appreciatedayinterestinproblems,feltivesfriendlyandwouldnot(repeatnot)hesitatecallmewhenhehadsomethingmoretodiscuss.ItookoccasionpointoutfrenklythetmanyofPananenianrequestsvere,inessence,anefforttoassertsonedegreeofsovereigntyoverZone.Farfromdenyingthis,PresidentndGutzado21femilierPenamanienthesisthatUnitedStateshasonlylimitedsovereigntyandthatPensmanian
aspirationslegitimate.IageinremindedPresidentitmight‘beuseful1fhecouldindicetewhichdemandsheconsideredof
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nasefiedforthetimebeing.
+,that4fwecanavoidbeing

.|PanamanianpoliticiansandProgressinss
|Solvingthepondingmainproblemswe'wiilbsttle

thesenegotiationstoareasonablysuc-
PlSconciuaiseIIhopetoseeRoderickandtheGovernoragainsoon,usingthismemorandumasabasisforfurtherdiscussionofourremainingprobless.Sincerelyyours,OethebeatJomazsvoids‘

‘The.
Honorabl

e
:

;JohnMecabot,Us8.DelegationtotheLOpent



\

enduavo2adtoRovudedviepactokLe
noveBesbasseapproachtotheccpstaeresienofguepanasanianwropasaiehapsbeen.sfirmotand,ageinetanyderogationofour

Sungeneokeledrpstypesthhentn.the,gene.There,tenofieposi~
Shoenhovadyesrqunfpn.thatseoregitboughmanyofthePana-meneerenimed.eb,that;gee),.
seDepartmentofStabeyhoneyer,feelsstronglythetit
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mandaesdhesAAs.pmodinnalPit,7°#0,Hhepe,things012at
onetineap4,ah,Panamanianurginghap,givensigetotheauper-

tioiad.dappeasionthatwearemakinggreatconcessionstoPanama,Supheotiontakenonanotherface,however,whenit
Lecqnehdoredshah#0,ney,An2argepart,dischargingresog-nise@abidenthannnratherbaakeddydnsomednstancess
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“7BprocessingofconsumergoodsintheZoneswoshouldhave
endeavoredtobroadenourpurchasesinPanamayweshouldhavegivengreaterconsiderationtothecommissaryproblen;"weshouldhavetakenstepstoimplementmorecompletelythecomittaertwemadein1936withrespecttoPanamanianlabor

©Amtheoma)Zone(thismattertestf12pendinginter-agency‘bridge/tunnelcomitmentweasaumedin1042.fodda0evenatthisrelativelylatedatewillsti22
servetoimproveourrelationsbutthefavorableimpactwould
havebeenmushgreaterhadwedonethesethingsvoluntarily
‘|admoreseasenably.In

ad@i
tion

,wearenowprepared)
©)toaecedstothe

Panamanianrequestcon-
corningthelevyingofincometexontheirnationale

whoaveemployedbyZoneagencies,ThisprovisionPanamaoanmoreeffectivelycompeteinthesaleof
certainshipsstorestoshipstransitingtheCanal,
©)totumevertoPmamacertainparcelsof

landtowhichtheUnitedStatesholdstitfeinthe
YathmaswhichavenolongeressentialforCana),

purposes,togetherwith
improvementswheretheyexist,
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iaanimportanteymbolyitissomethingtangiblein
‘thewayofbenefitsaccruingtoPanamfromthe

Ganalwhichisunderstoodbyeveryone.Itmaywell
‘bethecasethatwoshallhavetoreviewourthinking
onthismatterlargelyfromthepointofviewofthe

politioalduplicationswhicharetiedtothisquestion,
Purchasingpolicies,limitationsoncommissaries,elimina

Sionofcompetitivemanufacturingandprocessinginthedene,
selesofships!stores,laborpolicy,incometax,transferof

andsandtheannuitypaymentaretangiblematteraonwhich
wehavomade,orhopetomake,adjustsentswhichwillmove

‘SewardmootinginvaryingdegreesthoseofPanama'saspirations
whiehweconsiderjustifies,

‘Leasspectacularperhaps,butnonethelessimportantin
‘hatPanamaniansensibilitiesareinvolved,aretheadjuat=
mentswoarepreparedtomkeinthefieldofintangibles.
Thometaxjurisdictionoanbeincludedinthiscategoryalso
sinoewewillremoveanimpedimentwhichhaspreventedPanama
fromoxereisingthenormaltaxpowersofasovereignnation
withrespecttonon-U.8.employeesofZoneagencies;also

tneludedinthiscategoryareourwillingnesstowaiveour
monopolyrightswithrespecttotheconstructionoftrans-
‘Tethaianrailroadsandhighwayasndourdispositiontogive

WcurtreatyrighttoexereieeJurisdictionoversanitary
mattersintheterminaloitios.

We
can



Weenpainttotheseactionsasproofofourwitttngness
$0makeadjustuentsinourrelationswherechangingotroum=

stanceshavealteredthesituationswhichoriginallygaverise
tospecialgrantsofauthorityandwherenoquestionofour

fundamentalpositionintheZone1sconcerned,Whilewecan
swrtedietionomthepartoftheUnitedStatesintheZens

withveservedjertediotionreminingvithPanama.Asthe
heldtothepositionthatouratatuainthezone4sclearly
sevforthimArtiolerrofthe1008conventionwhichconfers
onthemitedStates“alltherights,powerandauthority...

(es)££Atwerethesovereign®tothesatireexclusionofthe



@wstion,Therefore,on=scoreboardbasistheycouldhave
foreseenthatthenegotiationswouldendwithPanamaonthe

shortendofthescore,comparingproposalsacceptedagainst
thoserejected.Nowitisalsoknownthatseveralpersons

@loselyidentifiedwiththesenegotiationsonthePanamanian
Bidehavepoliticalambitionswhichmightbefurtheredif

PresidentRemonhadtotaketheresponsibilityforfailure
toobtainstgnificantsuccessinattainingPanamanianaspire

tons.Acompletefatlureofthesenegotiationscouldcoa-
sotvablyresultinnenonvacatingthepresidentialofficer=

aneventwhishmightnotbetoourinterest.4newpresident,
4£notparticularlywell-dteposedtowardtheUnitedstates,

comingtopoweronthewaveofatideofresentuenttoward
theUnitedstateswouldinevitablyremitinstrainedrela

‘tonsbetweentheUnitedstatesandPanamt--theverything
weareseekingtoavoid.

WebelievethateventhoughsomeofthePananantenpro-
Posalshavebeenloadede-intenttonsllyornote-withrequests
whlchareunasceptabletotheUnitedStates,theresultof

‘thenegotiationscanbeshowntobe,onbalance,favorable
enoughtoPmenathatfairlyinformedpublicopinionoanbe

satisfiedif,inadditiontothosetangibleandintangible
adjustmentswearepreparedtomake,wecanFesolvethethree
importantreasiningproblems:(a)theennuitypaynent,

(b)treatmentofPanamnianlaborintheZone,and(0)easeSQELE
ETAL
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attivade on thepart oftheDefenseeuthorities, Df they

theresulto
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Sees



OLeexicusturel
The
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tneiisilroadyerdsinPunaasO1tywou!Fananatuerebyprovidingcurfleteuy2:Inreferrin;totavrecentundtacYaltudstates,tneconimslnsrsioGovernmenthadfaithintneopiriecf

oooperstionoftapoopleondcovernaentHeemphasizesthyfacttartaleGovernien’
Tor@nonuttocooperatewholo-aeertea:Statesinthewareffortundtautfull

eontinusuntilvictory1suchioved,RAMsLe0:DII.
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