e oo wu wUoperaie wiith
the United States in meeting ite gnﬂuﬂ.n@f

- %ions to contribute to the Mo?ﬂ- of the Canal.

It ie the obvious intention of the FPanamanian

.Government to exploit the oonciliatory poliey of

this Government. Further concessions by the
United 3tates will not improve this situation
but will, on the aontrary, lower our prestige
not only in Panama but in all Latin America
where the basis of the United Btatea-Panamanian
relationship is fully understood. It is relt
that these faots should be taken into oonsidera-
tion in the disoussion now pending. *




1./The President's inau

HL his insupural speech Aries appears to
. have stated that if relations between Panama and
the United States were to prove unsatisfactory,
Panema; might well deal with some other power,
The allusion was so obvious thst this passage
was excluded from English versions of the apeech.

/8
< In spite of our request for cooperationm in

oppiosing the traensfer to Japan of vessels under

P 1an reglstry, at least five vessels under
.sugh reglstry have been sold to Japan during the
papt few ths.

[
. Se wg ngImmﬁt

/ n propaganda receives preferential hand-
1ing in th

anafer of vessels to Ja

I

J P Post Office and at times pri-
vate mail is opened and such propaganda added to
the original contents. The Germen Chargdé d'Affaires
And en atteché of the German Legation known to be
the local 'Nazl leader aere frequently seen in the
Past nﬂﬁwnl in conversation with postal clerks.
u“w- recent order prohiblting resldents of Panama
/ having no connection with the Canal from recelving
m a#-“w mail in the Csnal is pertinent in this con-
/ ndction,

4. Recognition

-,
w

L]

e .

-—.____-;\

T, i 4 2

H

/

| /
[




Ss mes muuaiviOon & number
~s ava 0rficlals are reported to be overt ad-
vooates um the

__._ .__‘M__Tlrr
EPE- E___Earn President's _Q
private seoret » his military at @, the sub-

86aretaries or g

2 of the ministries, a munbey
of deputies and magistrates. !

ring®. Many
-.-_!- friends are Qotively assoclated with
‘rackete® and "gonges

alonag® ted by President
Arigs. Among them are n.ﬂ.ﬁﬂ: and elot machines.
8. P ation o (}&




nsnmﬁunniuunn Minister ad honore
Senor Francisco Villalas, has recently been appointed
to the rank of Envoy Extraordinar

¥ and Minister
Plenipotentiary, If the Nezis so

desired, they
could now appoint g Minister to Panama,

e

h- -qtuanwi#uw-uiuiﬁnr- reception given
on June 12 at the Panamanian Embassy here for the
Minister of Poreign Affairs was att

] ended by the
representatives of the three Axis

pn-nnniunaununni
sutiigoies it 18 only on the busis of & whoily une \u
satisfactory interpretation of thut

treaty end of
the expectetion on the part of the Panamaniaen /

5
Oovernment ﬁwm s @

:ia je fow’
0




— wrpyusose The result is perilodic prmiwnmmnm
H:Imuntnuun requests for renewals of the permission,

3. The Mariposs Claims.

The Panamanian Government has falled to ac=-
knowledge our communications on this subject.

4. Transfer of vessels from P nian registry.

Ap indicated avove, the Panamanian Oovernment
has not cooperated in preventing transfers to Japan.
Simllerly, the Panamanian Oovernment has not exten=-
ded the provisional u-m»-nﬂm of the four Oulf tankers
involved in & recent law sult concerning which the

maen-uu-n- uiwm-nnn:nhnu-n wannn-nunﬂunu-nr-n
the registry will not be extended.

8, The Aviation Board.,

By an exchange of notes in 1929, Psnama agreed
to the oreation of a Joint Aviation Board of six
members, three of whom were always to be Americans.
A recent decree of the Panaumanian Uovernment en=-
aoted without notice to this Government reduced the
members of the Board to five of which only two ere
Americans (the Governor of the Cunal was omitted).
¥hen the sttention of tho Panamanisan (lovernment was

invited to the 1920 notes, the Acting ¥inister for
Forelgn Affaires statod thst the existence of the
notes had been overlooked., The implication remained,
however, thct Pansma had acted deliverately and

unilaterally
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011 tankers unfer Panamanian laws, indications are that
the application for s mew aix-months' provisional cer-
tificate of Panamenisn regletry will be denled.
Franoisoo Yillalas, Panamanlan Ninigter ad honorem
to Oermany, has been appointed to the rank of Lnvoy
ixtraordinary and Hinister Flenipoteantiary. This move
opens the way for the designsation of a lagi Minister
exclusively for Panama, merely on the basis of reoiprooity,
should the Naszis so desire.

La Trikuns recently carried a sharp editorial attack
on the Nonree Doctrine and cur pelicy in earrying 1t out.
The artiele atatea 1m part:

“The Monroe Dootrine has been, ias, and always

will be the nn%wwhunmp nmmpnnﬁunpb of the United
S5tates ..... State Department in ¥a ton

1o satiefied now, as 1%t mlways has been, Lo impose
its own interpretation of it whesm and where it
desms it ent."

The




and private individuals.
 The Jrads ¥And, an Aserican vessel receantly trans-

ferred to Panasanian reglstsy, en route %o the Far East,

is now reported to have left% Honolulu manned by Japansse.
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elgn unuﬁ-mﬁmwppn. The ferry servioce 18 an ungavis-
factory meang of communication between the two parts

of the Republie,

3., By the Hay Pauncefote treaty of 1901 and the United
States-Panamanian treaty of 1903, the Canal is %o be
neutral and no aot of hostility is to be committed.
But the United Btates, with the aoquiescence of Pan-
ama has ereoted fortifieations, additions to whieh
(lease of defensge sites) are now under consideration
ﬂm the two governments. Damage to the tranquillity
of Panama is inealoulable, as the entire country will
become a field of combat, Even in peace time olti-
gens of Panama have been viotims of United Btates
military ssntries; military maneuvers are held] naval
maneuvers sndanger coastwise navigation.

4., The immigration of West Indian negroes has oreated a
gerious internal problem becoming more acute; they
cannot be assimilated; they fill the jails and hos-

H_FE.-_

5. The commigsaries, which even gell luxury artioles, and
sorve vessels that traneit the Uanal, are "the most
terrible ssourge for Panamanian commerce,” Although
by the treaty of 1936 certain restriotions of the com-
migsaries was obtained, smuggling continues. 7The
United Btates government has taken over the business
of provisioning vessels with fuel and food, eta.,
formerly "an enormous souree of receipts for Panaman-
jan merchants,” thereby the business interests of
Panama have lost "all extraordinary prosperity
1t should expeet from the construetion of the Canal,®

6. By
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Rai goncesaion neant the loss OI PEDU, =T
wnwmq-umu"nw other rights acoruing nummlquum‘m

gon .

7. In compensation for all theee gacrifices, the United
$10,000,000 and an snnulty of




the oanal has beon o8 Gourge of incalamlable benefits.

And thie impresslon is more couwmncn smong vititors who

passsd tuough the Cupitel of the Tathwus as the Lefin-

nlay of thls ceatury, ¥huh LE was only arsdl aYsy ol
Ea 000 i ituagld subjsos W yuelloug 3 ] ie Fhrtat S
wmuy n»mmmmmu and who 2aturn Lo ecve AU Goas

v har &8 I oo

nq ﬂuﬁuhaau&lﬂ intec 5 modern metropelic with a popu-

uhann.a 67 more «Eﬁ 120,000 iahabitante.

_ | nﬂu. while 1t 1z aa undenlable truth thet Panans

rbh nwleEU¢n singe eoumlng inte the 1life of wu indepen-
o A ...”_;tqﬁ Eﬂanu 5 e 1lkewiso gortain wuat the couatry has
_ i .”..ﬂ_..d.._. Mﬁiﬁﬁmﬁi ﬂﬂ. n&iﬂg- which, wvith zbundant reason
¥ A 1!_. -u..wrﬁt ‘right, h.n hoped - %o obtain from the great work
“of n#o ﬁ,ﬂﬂun.u and, stlll wore, anyoas taklug the ticuble
t0 investigate thla eltusilen & 1iutle would soun Yind a
hﬁ.»nu au n...!qa injuries which the hoputllie Las suffored
:1! ! nou-nﬂE_- ef the construction of the canal, for

uE,br ....ﬂ ws- not rq_-n properly indemnified.
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this 18 the offered bY the orossing
nu-unuaun-ﬂnnn by

of the canal, which 18 pecessary for any

ad the most ymportant provinces
t of the \nited Btates, tak-

of the Repyblic. The Goveramen
ing inteo gtrict aoccount the pnecesslty of gaintaining cos=
s the ocanal by some means, -unvu.u-woh a

punicatlon aorod

very nature, thie

factery and the airriculties




otion op the Canal,
The nogu- of the two Countrje, Understapng that
the Panamg nE.. whiah hag Prodigiey,
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of Panama, has arected numerous fortifiocations of a per-
manent character along the route and at the entrances,

and ie daily inereasing there, in gigantic proportions,
ite military, maval and air establisnments with the inten-
tion of making the canal impregnable.

And, going much further cn tlie road of cooperation
in defense of the camal, the two governments are now bholde-
ing conversatiomns teamding to make 1t possible for she
Upited States to establish a series of landing fields,
elestrie detectors and reflectors outside the Canal Zone
and scattered throughout the territory of the Republic -
from the border with Uosta Hlea to the border with Colombia
and from the Atlantioc Ocean $o the faciflic - by means of
comtraeta of lease the bases of wiich are being given de-
tailed eonsideratien.

There is also worthy of being taken into acoouant the
cooperation whieh the Hepublic of FPanama has given, and

gladly




the
of the peageful inhabitantg of
the Republis 1e inealoulable, The Panama Canal, sonverted

into a milisary objeotive of the firgs Bagnitude, has
Some to constitute a Sericue and constant danger of devag-
tation and destrustion for the two prineipal Panamanian
®ities, Panams and Ooldn, ¥hioh are elose to 1ts two en-~
Srances. And the ereation of new military eetablishments

in the rest of the sountry woula inevigably entall the

éonsequence thas, in oage of an armed oonfliot for the

United Btates, all our territory woyla beoome a flelg of

comdat, to She obrious injury or this psonle intended by

= and even polige of-
fieers of thig ountry - bhaving more than onoce begen the

vietimp







¥ith eersaln national elements. They fill our jaile,

our hospitels and our asylums, and constitute a tremendous
burden on the public treasury. Ia propertion as their
nunber inereases through prooreation and through their
great prolificaecy, this situation becomes more agute and
serious and there is serious danger of its acquiring the
characteristios of a problem of minorities of race and
Bationality within our Republis.

Artiole XIII of the Treaty of 1903 granted to the
United States, among other rights, that of importing into
the Canal Zome, without payment of eustome duties or other
eharges, the provisions, medielnes, olothing, supplies and
other articles nesessary and advisable for the shiefs, em-
ployees, laborers and workers in the serviee and in the
employ of the United S%ates and for their familiess. Two
years later the Government of that country set up in the

Canal Zone, under the administration of the Panama Canal
Company




poauy; oG WY ABCF WLAW BOSY 40 NOU paY AQutlies o any kind
on the importation of their artisles nor for their opera-
tions, has converted them into the most terrible scourge
®r Fanamanisn commerce. They have already invaded other
flelds in their activitles, extending their sales not only
to all employees of the canal and railroad, but also the
vessels whigh pass through the camal and to companies and
individuals that, for any reason, are located in the Zome,
In the Treaty of 1938, ths establighment of certain bases
which normaliced, and to a certain degree restrieted, the
action of the commissaries was attained. But the complete
suppression of the emuggling which goes on from them into
the eities of Panamé and Colon 1s an elmost impossible
work, inasmuch as thousands of persons reside in these
clties who, being authorized to make purchases in these
establishmeats, dally bring from them great quantities of
goods of all kinds.

The




llllll "aries all
FAaT extraorinary Prosperity whigh i¢ u-h-n_-u.._ﬂ exXpeated
from the eonstruection

The




which the concesslonaire might obtain through lighthouse
dues, anchorage, translt, un.q»hnﬂ..nn. repaire, pilotage,
towing, refrigeration, deposit and stationing, a partie
cipation amounting %o 5 psroent during the firet 25 years
counted from the opeaing of the Canal to navigation) te
6 percent during the 25 followlng years; to 7 pervent
during the other 25 yeare and to & percent during the
remalning 24 years, that 1g to say, up to the termina-
tion of the conoession; and the right that on the termina-
tien of the sonocession for any reason there should pass
to its pessession the Canal works and 1ts appurtenances
as also the bomd of 750,000 francs deposited in order %o
guarantee the exeoution of the work.

Had Panama not renounced these sources of profit,
it would be regeiving today around §1,500,000 from the
Canal transit dues alone acesording to present statistiocs.

And perhaps the paorifice msde by the Republio was
more real and immediate .F-_.l appears at first sight,

The
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And in compensation for all thesee immensely valmable
rights and for all the large sums of momey whiech Panama
resounced in faver of the United States and also for
the cocupation of the Cansl Zone and so many other ad-
ventages whieh were granted to them by the Hay-Buneau
Varilla Preaty the United States of Amerioca agreed to make
an initial payment to the Republiec of Panama of only
$10,000,000 and to pay to the latter beginning © years
after the exechange of ratifications was effeoted an an-
nulty of §£850,000 vhich was the same as the Panama Rallread

Company had been paying for ite eonceseilon. It ig impos~
8ible to concelve of greater disinterestedness or of a
greater sacrifice on the part of a small and voor country
tovard the most wealthy nation on earth.

The sald Artlcle VIII of the Canal Treaty closes
thus:

*But







on which the Panama Rallroad Uompany held the lands of the
Island of Manganillo i1t sould not be considered elther as

owner [duefia] nor as posseseor [poseedoral of the same
but merely as the usufrustuary [usufructuaria] as had
already been decided by the Supreme Court of Justice of
Colombia in a desision issued in the year 1801, Those
landg, therefore, were not included in the exception
contained in the last part of Artiele VIII of the Camal
Treaty and should bhave been delivered to Panama as
soon as the sald Treaty came into foree.

The said lands are leased Dy the Railroad Company
te private individusls for urbam buildings and produes for
the company a substantial annual reat of several hundreds
of thousands of dsllars,

But the Ratlroad Company, belonging to the Sovera-
ment of the United States and supported by it, goes s$ill

farther.
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appear immediately following delearations by high United
States authorities condemning the agtion of the Axie
nations. This paper is directed by Antonio Isaeza, pro-
Hasi private secretary of the President.

In & recent 1ll-Simed reassertion of La Triluna's
seutrality policy, it was stated that while individuals
are of course entitled to sympathize with this or that
sountry, the press and putlio should remsmber that
Panama is & nsutrel and should act accordingly. After
stating that 1% would not be wise to assume & belligerent
attitude, this editorial entitled "Panama is a Neutral

Country®, ends with the following words:

-!nuin.iluwuﬂ.noaur-n our country is a
neutral gountry; and that as long as we Panamanians
have not found sufficlent motlves for going to war
against ome of the belligerents, we must see that
our neutrality i1s effective and not & farce.*

In another editorial entitled "The Traglc Eurvpean

Madnesa®, L& Dribuma states, in part:
Ve
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mitted a bid to Canal authorities
for the total amount of 9,000 head
(which would be imported from Cuba)
at a bid sli y lower than that
made by the nment for the 3,000
head. The importation of cattle
from Cuba would not be in line with
the Government's program of encourag-
ing cattle raising in the Republio.

Governor Edgerton has asked that
Dr. de Roux be assured that the
Government's bid will be glven all
possible consideration. lawyers
are studying the legal questione which

will
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= mwmavvaws wi iGueRaNlEN QlgOWaySs, and the possibilities
of a Panamenian monopoly on the distribution and sale of
gasoline in the Hepublioe.

I have found the following:

l. Rio Hete. This lend 1s now under lease from the
Eﬁ' ﬂﬂﬂﬂ "La .ﬂ_'ﬂ_ﬂ'li 8.A., P.I..Iﬁu-_.- of whigh
Asger Kierulff is president. The lemse contains the
right of remewal until December 31, 1942 and an option to
purchase the land at the price of 318,00 per hectare.
This leass was entered into under date of January 1, 1938.
It 1s thought that the Aprmy puys a rental of $200 per
month. The Embagsy at Panema is informed that there
existed a prior leass covering the yoars 1935 and 1937,
under which the Army paid $1.00 per annum &nd used the
tract "for aerial bombing with practice bombs and for
ground gunnery range®.

When Dr. Garay, former Minister of Foreign
Relations, was queationed in the MNational Agsexbly as to
the authority of the United States to occupy and use the
Rio Heto airbase, he said that there was no “"legal under-
standing® between the two governments and that the present
status is that of "an uccomplished fact" for the defense
of the Canal, involviay the good understanding between the
two ocountries. Dr. Oaray explained that he had been
informed of said oocupation extra officielly, but that he
did not know that the United States did exeroiss sovereign
rights over said land.

The




As far as I have been able to determine from the
Department's files, from a oconversation with the Panama
Canal Office, snd from the General Treaty of 1938, all
roads in the Canal Zons are undey the Jjurisdiction of this
Gove and all roads in the Republie of Panama are
under the uﬁpnﬁuﬁﬁ of that government with two exceptions:

n %o the O Zone border, looated in
what 1s known as the Colon Corridor, is under the juris-
digtion of Panama; and the road from the Canal Zone border
to Maddem Dam, loocated in what ie known as the Maddem Dam
Corridor, is under the jurisdiotion of the United States.

The War Department will need certain access roads
leading to dsfense sites looated within the Republic of Panama,
and _..._.mo._-_o!_..&. will need, dur the emergency, complete
Jurisdiotion over such roads. It may be well, at the appro-
priate time, to inquire of the War Department what its
desire is to be eoncerning these acceds roads and what
Jurisdiotion 1% will wish to exeroise thereover.

ﬂ 2 B L] BERG) LN LIl Bl OAate O 2880 [

n Februsry, Presiden lae indireotly and

0 let 1t be known to the West India 011 Company

a subsldiary of the Standard 0il Company of New York ..Eim
the Panamanian Govermnment fully intended to monopolise
the distribution and sale of gasoline in the Republie.

Later

J




