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Preface

sion of the school and the institute, these cases are being developed

to the
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in these negotiations, for their willingness to help review the initial
draft of these cases; to our colleagues at SAIS who, under the leader-
ship of Dean George Packard, have shown such interest in this program
as to agree to prepare these cases; and to our students, whose able
participation is helping make this program successful.

Simon Serfaty
Executive Director



Introduction

teaching materials by The Johns Hopkins Foreign Policy In-

stitute (FPI) of the School of Advanced International Studies
on a grant from The J. Howard Pew Freedom Trust. The project is
designed to improve understanding—and the transmission of that under-
standing—of the diplomatic negotiation process. The cases are prepared
for classroom use as an assist to teaching analytical negotiating skills,
through presentation and discussion, and as comprehensive portrayals
and analyses of specific instances of international negotiation.

As a teaching aid, the case studies are generally interrupted at turn-
ing points in the negotiation; the narrative stops and students are asked,
“What would you do now?”’ The rest of the page is left blank, so that
students and professors can discuss appropriate responses as par-
ticipants in the situation. When positions and their implications are fully
explored, the page can be turned to see what happened in reality, and
the narrative continues. Reality has autherity, but not exclusively so.
It is important to understand why experienced negotiators acted as
they did, and it is also important to examine alternative responses to
find their implications and their impediments. An interrupted narrative
facilitates such understanding by combining the advantages of historical
analysis and participant simulation.

Discussions at the break points can be conducted in one of two ways.
Asin the usual case method of teaching, they can simply be open discus-
sions, with the teacher acting as Socratic questioner and moderator.
Discussants should focus on exploring courses of action that are both
innovative and realistic and on examining their implications. The em-
phasis should be on personal, operational responses. An alternative is
to assign roles and proceed to simulation on the basis of the case narra-
tive. The advantage lies in the allocation and divisien of responsibilities.
In many cases the key to the outcome lies as much in the composition
of each side and its intra-party negotiations as in the negotiations be-
tween the established parties. Roles should be assigned to represent

I ‘his is one in a series of case studies of negotiation prepared as

Vil
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component interests and agencies, and a spokesman should be appointed
for the collective party.

The cases are structured on a simple, but useful, common framework
for analyzing the negotiation process. Each begins with a brief
background summary and then focuses on the parties and their sources
of power and interests. The second section identifies changes in these
elements during negotiation, including issues concerning the status of
participants.

The following section deals with issue or regime change; negotia-
tions are necessary when there is a need to change an international
regime or an understood set of practices and norms governing a par-
ticular relationship. As previous arrangements break down and new
relations are required, the issue to be resolved becomes increasingly
clear and forms the agenda for the negotiations. This section indicates
the previous regime, the reason for its breakdown, and the way in which
salient issues developed and brought themselves to the attention of
the negotiating parties as well as the parties’ attempts to restore the
old regime or to search for new ones, short of negotiations. Following
the section on regime change is section four, usually shorter, on the
particular precipitants that brought about negotiations and the condi-
tions that made the moment particularly ripe for negotiations.

In the next three sections the narrative focuses on process, begin-
ning with prenegotiations. While this aspect is usually neglected in
studies of face-to-face negotiations, it forms a necessary part of the pro-
cess, as participants diagnose the problem and issues and develop an
understanding of the other party’s position. This stage culminates in
a decision on whether to negotiate, based on a perception of the prob-
lem’s susceptibility to solution by negotiation, but diagnosis also con-
tinues as the negotiation proceeds (and sometimes only takes place once
formal negotiations have begun).

The second stage in the process is the search for a formula, that
is, 2 common understanding of the problem or agreed terms of trade
for its solution. While the search for a formula is not always explicit,
it is usually present. The case study identifies the proposed formulas
and indicates the strategies by which a common formula for solution
was achieved, including the decision to leave out any insoluble problems.
Included in this discussion is an identification of turning points, or crises,
when the parties broke off negotiations before returning to resolve the
issue.

The process continues as parties implement their formula by work-
ing out the details of the agreement while proceeding to closure rather
than continuing to discuss. Without indicating every detail and all of
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the tactics involved in reaching an agreement, this section shows the
general areas of detail, the way in which parties implemented the for-
mula, and the tactics and decisions involved in ending negotiations at
a mutually satisfactory point.

Finally, in a section on leverage the narrative not only focuses on
the elements of power identified with the parties, as discussed earlier,
but evaluates specific moments of pressure or influence exercised by
either side and evaluates the types of pressures that were effective,
separating them from those that were counterproductive.

The study ends by drawing lessons for negotiation behavior and
notes when intervening variables would make the recommended
behavior most effective. A guide to teaching the study appears before
any appendices. In some cases the study treats an ongoing negotiation
and is therefore current as of the date of publication (updates may subse-
quently be made available).

We expect that this framework will provide the basis for an
understanding of the negotiation process as well as a way of stimulating
greater creativity by negotiators. The framework is not a procrustean
exercise but is to serve, as are the cases, to improve both the under-
standing and the performance of negotiations.

. William Zartman
Program Director



Background

Panama over the status of the Panama Canal provide a classic

example of asymmetrical negotiation. The United States is a
giant compared with Panama, and there has been a long history of
unilateral U.S. actions in Panama and the rest of Central America. The
very founding of the Republic of Panama was in large measure the result
of unilateral U.S. actions against Colombia, of which Panama was a
part until 1903. The original Panama Canal Treaty of 1903, although
formally signed by a representative of the Panamanian government,
was in fact a nonnegotiated document drawn up to meet virtually all
the demands of the U.S. government. In sum, before 1964, there was
very little historical precedent for the United States to negotiate an
important political agreement with a Central American state;
unilateralism was the norm. Yet all this ended abruptly when the United
States was obliged to negotiate a return of the Canal Zone to Panama.
How did this come about?

Panama had expressed strong dissatisfaction with the 1903 treaty
regime as early as 1904. Particularly galling was the fact that the treaty
accorded to the United States unilateral rights to protect, administer,
and defend the canal. It also gave the United States rights to act “as
if it were sovereign’’ in the ten-mile strip of territory known as the
Canal Zone. Finally, because the 1903 treaty had no termination date,
the United States would enjoy these rights in perpetuity. Over time
the United States had responded to Panama’s complaints by offering
some minor concessions, but the Panamanians had rejected these offers
because the packages entailed additional obligations on their part with-
out basically changing the old regime. In 1935, under president
Roosevelt’s Good Neighbor policy, the United States agreed to the Hull-
Alfaro Treaty, which limited the U.S. right to intervene in Panamanian
domestic affairs (another right guaranteed by the 1903 treaty) and raised
the annual U.S. payment to Panama for use of the Canal Zone. In 1955
another agreement once again raised U.S. payments. The Hull-Alfaro

' I ‘he negotiations between the United States and the Republic of
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Treaty was motivated by a broader U.S. strategic objective of ensur-
ing Latin American friendship in the event of war with Nazi Germany;
the 1955 agreement was an attempt to appease Panama during the early,
tense years of the cold war.

But neither of these agreements was the result of the give and take
of true negotiations. Moreover, these agreements failed to address the
long-standing Panamanian desire to abrogate the 1903 treaty complete-
ly. Even while making cosmetic concessions, the United States for years
had refused to consider renegotiating the 1903 treaty. It was not until
late 1964, following the riots with which that year began, that the United
States and Panama truly began to negotiate.

Thirteen years later the two nations signed a new treaty that ef-
fectively changed the regime created by the 1908 treaty by shifting
sovereignty over the canal from the United States to Panama and pro-
viding new defense and operations arrangements for a fixed duration.
This case study concerns those thirteen years of often difficult
negotiations.

This analysis will end with the treaties signed in Washington on
September 7, 1977. It will not deal with U.S.-Panamanian relations be-
tween that date and June 16, 1978, when formal instruments of ratifica-
tion were signed in Panama City, despite the fact that several major
political confrontations occurred during that period. Because these con-
frontations related primarily to the negotiations between the executive
and legislative branches in the United States over Senate ratification
of the treaty, they are not considered here in the bilateral international
negotiation.



_ Participants, Power,___
and Interests

tions, the United States and Panama, were represented in nego-
tiations by the appropriate executive branch of government,

but each contained some pluralistic elements that would provide
fireworks and dynamics to the process. For Panama, opposition groups
and opinions flanked the government on the “hard” side. Behind both
stood “the people,” 4 volatile referent group that oceasionally developed
apower Lo act of its own and therefore possessed an important threat
value. For the Untled States, the povernmental systen of checks and
balances made both the Cungress and the largely Republican rightwing
opposition important actors with both real and threat value. Moreover,
much more so than wuas the cuse with Panama, the U.S. government
itself was 4 coalition of competing bureancratic agencies whnse “posi-
tion interests”—the need to respecl the agency’s role in the process—
were often more important than their specific “policy interests” —the
particular outcome favored by the agency. In addition, a separate group
of importance was the Zonians, inhabitants of the Panama Canal Zone
who were well plugged into the U.S. political process. Outside these
two conglomerate parties werc circles of potential but lesser allies. The
most influential were the Lautin Ameriean countries, and beyond them
the Third World UN majority in the Non-Aligned Movement. These
countries were only potential allies for Panama, which could be neu-
tralized but never actually mobilized by the United States; other coun-
tries had no standing in the case, althougb their UN voles counted.
In aggregate power the United States far outweighed Panama, but

in “issue power’ —the ability to bring to bear power that was relevant
to the conflict—the balunce was more nearly equal, and it gradually
and unevenly shifted during the negotiations. Indeed, negotiations hegan
when the U.S, power superiority was suddenly called into guestion by
the riots in 1964 and the future threat they implied. The ensuing thir-
teen years were spent in testing that power shift until it was accepted
by both sides (but particularly the United States) and then translated

I | Y rom the beginning two participants in the Panama Canal negotia-

K
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e

into a new treaty regime. For discussion, power can be divided into
three analytical comnponents: alternatives, commitinent, and control (the
unilateral ability to achieve preferred outcomes).

At the beginning of 1964 the United States possessed an extreme
pereeived power advantage over Panuma through its ability (based on
its tremendous technical and financial resourees) to construct a new canal
elsewhere in Central America. Whether this was truly u viable allernative
remained] 10 be proved, and in fact it eventually was determined not
to he so. But until 1t was disproved, the potential ability provided the
United States with an alternative to its relationship with Panama. Once
that ability, although real, was shuown to be too expensive, the only 1.3,
alternative ta a renegotiated relationship was to stick to the evermore
threatened priov relationship and face its eventual destruction,

Panamy, in contrast, had no alternative ways of achieving its desired
ouleome {savereignty over the canul) in a relationship outside that with
the United States. There was only one canal in Panama and this canal
was under 1.5, control. Furthermore, Panama’s econoimic well being
was largely dependent on the U.S. presence in the country, U.S. pay-
ments far use of the Canal Zone (meager though they were}, and U.S,
econamic interests in the enuntry. Thounsands of P{mamamanq worfred
in the Canal Zeme, and thousands more sold their praduce and manufue-
tures through the Canal Zone. The United States was Panama’s primary
trading partner and chicf scurce of capital, although Panama was but
vne relatively insignificant trading partner of the United States.

The U.S. commitment to keeping the Panama Canal open and avail-
able was considerable, and, prior to 1964, direet U8, protection and
operation were seen as the only way. The canal was considered to he
a significant strategic asset, particularly in the period before the U.S.
Nuvy had become a two-ocean fleet. After the advent of the two-ocean
fleet the U8, military need for the canal as a strategic asset diminished,
although its cammercial usefulness remained high. Moreover, the
development of intercontinental ballistic missiles in the late 1‘}50%
rendered the eanal vulnerable to instantaneous destruction, thus sig-
nificantly devaluing it as a strategic assel. Nevertheless, many elements
in the U.5. military estahlishment eontinued to feel that a U8, military
presence in the Canal Zone was needed. This prresence included groand,
air, and naval farees as well as support and training facilities, The Canal
Zone ulso wuas headquarters for the U8, Southern Command
(SOUTHCOM).

The U.S. commitment, to maintaining control of the canal was hol-
sterad hy the thousands of Americans and their fanilies who lived in
the Canal Zone and eonstituted a well-organized and influential bloc
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with u# number of powerful allies in Congress. In additivon, the mujority
of the U.S. publie genuinely believed the Canal Zone to he a parl of
the United States. The miraculons feal of constructing the canal wus
part of American folklore. This led to a strong commitment Lp main-
taining sovereignty nver what was v cgarded as perhaps the preeminett
syimbol of American ingenuity.

The Panamanians had an even greater commitment, No other smgile
issue aroused Panamanians as did the canal. Ever since the first official
Panamantan compluint about the treaty a yeur ufter its sipnature, the
canal question lvomed as the most important issue in Panamanan elec-
tions and among intellectuals, students, und Ure press. An unwaver-
ing commitinent to the goal of achieving sovereignty vver the conil
was a prerequisite for any Panamantan wishing to advance politically.
The issue transcended all levels of society and n many ways served
as a unifying cause for the entive nation.

Until 1964 the United States clearly pussessed the advantage of
control. In the years since the construetion of the canal was completed
in 1914, the United States had established a number of milifary bases
in the Canal Zone, and vp to 12,000 U.S. military personncl were sta-
tioned in the Canal Zone to guarantce U.5. control of the waterway,
A rumber of U.S. military interventions in Central America in the early
19005— Nicaragua in 1910 and 1912, Cuba in 1912, Haiti in 1916, and
Puanama itself during periods of domestic matdhﬂlty—pmwded clear
evidence that the United States was indeed willing to use foree and
that foree could sccure its interests,

In contrast, the Panamanians were in a greatly inferjor position,
Panama had no armed forces beyond its simall, 4,000-strong National
Goard, whose function was thut of a national police [ovee. Until 1936
the United States enjoyed the legal right to intervene in Panamanian
domestic politics. Bven after president Ruosevelt agreed to surrender
this right, there was little doubt that the United States wuuld still ex-
ercise it if deemed necessary to protect the cunal.

Between 1914 and 1964 there were several incidents of publie
Panamanian protests against U.S. control of the canal. The mosl sertous
of these were the 1959 vints, which led the Eisenhower adminisiration
to agree to fly both the U.S. and Panamanian flags at one location in
the Canal Zone, near the entrance to Panama City. Although these riots
did not sertously endanger 1.8, control, they were evidence of long-
term Panamantan commitment, to the godl of winning buverelgnw over
the canal. But in 1964 the rivls were massive enough Lo raise the cost
of 11.8. control beyond the acceptable level. The ensuing negotiations
operationalized that shift.
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Panama's interests were fivefold, three absolute and two graduated.
First, and most important, was the continuing operation of the canal.
To continue to lay its golden eggs, the goose had to remain alive and
well. Secand, and equally important, was the question of sovereignty.
The Panamanians felt that the eanal and the Canal Zme should be
recognized as naltenable parts nf the Republic of Panama, with all the
rights that sovereignty confers.

Panama’s Lhird objective was to climinate the perpetuity clause
of the 1903 treaty. Any engagements that Panama and the United States
would undertake would have a fixed termination date, with a fail-safe
position of total Panamanian sovereignty, and the United States would
commit itself to eventual wilhdrawal from the Canal Zone.

Fourth, the Panamanians wanted to play a bigger role in the npera-
tion, administration, and defense of the eanal. Fnr the first sixty vears
of the eanal’s operation, all senior administrative responsibilities had
been in the hands nf Amerieans. Although the Panamanians acknowl-
edged that transition to Panamanian management could not oecur over-
night, Lhey nevertheless wanted a new treaty with the United States
to lead 1o u greater Panamantan rale.

Finally, the Punumanians wished to receive greater economic bene-
fits from canal operations. They felt that the small annual payments
made by the United Staies since 1903 in no way reflected the true value
of the eanal, which was Punama’s only natural resnuree,

The principal U.8. interest wasg in assuring continued safe and
efficient vperation of the vanal, a point to which hoth sides adhered
in {he abstract. But the Americans believed that the only way to do
this wus for them to remaln in charge of the canal’s operations and
security. The Americans were justifiahly proud of the success they
had had in operating the canal over the past sixty years and were not
sure that the Panamanians would be able to take on the task. Related
to this ohjeclive was the U5, desire to emtinue playing a role in the
canal's defense. The Americans believed that, more than operations,
seeurity was far beyond the Panamanians’ eapability, with their
paramiitary police furce. Beyond technical eapabilities, however, lay
further U.5. uncertainty ubout the refiability of Panama’s willingness
to allow as well us assure use of the eanal by the United States ahead
of all other nativns. Behind all this, other segments of the 1.8, “side”
saw interests more starkly: an interest in not flinching on 1.8, posses-
sion of the Cunal Zone, an interest in holding firm before eorrupt
demagogic Latin American military governments, and an interest
in mainlaining the privileges (“rights”) of the American Zonian
population.
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The Panama Conal Negotiations

Although the interests of Panama and the United States clashed
on a number of points, the two sides also shared a basic common in-
terest. As a senior Panamanian negotiator put it

I think we must begin from one basic premise: that the United States
and Panama are not enemies. It i3 not that the United States wishes
tn maintain efficient operation of the canal and Panama wishes lo
ohatruct it. ... Both have the same interest in mind—that {he canal
should funetinn as it has to date, or even that the efficiency of its [one-
Lioning will be improved in Lhe future. (Jorden, 327)

It wus largely because of this common interest that a negottated solu-
tion was possthle,

(I this case study is to be used for simulation ruther than for general
digcussion, the following roles should be assignecl:

For the nited States:

1. President (the person playing this role should be partienlarly con-
scious of the political ramifications of the capal negotiations).

2. Team chairman or chief negoliator.

3. Btate Department.

4. Defense Department (this person should be conscious of the military’s
special interest in the Canal Zone).

5. U5, amhassador to Panama.

Ifor Panama;

1. President or military leader.

2. Team ehairman or chief negotiator,

3. Foretgn minister.

4. Panamanian ambassador to the United States.

Note: At least one of these persong should represent the leftist or na-
tionalist element in Panamantun politics.




._Issue or Regime Change_

he 1903 trealy established a regime of unilateral, as-il-sovereign

rights in perpetuity for the United States in the Canal Zone.

This regime had became increasingly distasteful in all its
characteristics to the Panamanian governmient and people, who pro-
ceeded to show its inadequacy in modern, pusteolonial times.
Maintenance of the regime would proveke anarchy through a popular
guerrilla war against the canal, including sabotage and the danger of
supportive foreign intervention, thereby rendering the relationship in-
capable of accomplishing the very purposes of secure and uninterrupted
canal nperations that i, was designed to assure. To the extent that this
logic held, a new regime was needed. The breakdown of the old regime
was thus not technieal hut politieal, riding on the anticolonial wave of
history of the 19605 and the 19704. The new regime, in its turn, would
have Lo assure the same enndilions as the old—secure and unintarrupted
canal operatiens—plus the new political values of sovereign state equai-
ty and national control over internal natural resowrces, while atil! in-
corporating some role for the Umited States as justificd by its speeial
gea-political and historie mterest in the canal and its speelal technical
and ftanciul abilitics to eontribute to the nperation and defense of the
canal,




___ Precipitants and Conditions__ ___

n June 1962 Panamanian president Roberto Chiari visited presi-

dent Kennedy in Washington to diseuss overall relations between

the two countries. Much of the discussion was devoted to questions
of U.8, ecanomic aid and the threat that Cuba's Ifidel Castro posed
to Central America. But Chiari also brought up the canal issue. In the
several preceding years there had been growing signs of unrest among
Panamanian students. Although this unrest was eaused primarily by
economie frustrations, such as unempioyment, it had begun to tuke on
an anti-Ameriean theme, Chiari hoped his talks with Kennedy would
result in at least seme symbeoelic U.S. actions to help defuse Panama’s
domestic tensions, :

Kennedy abliged by apgreeing to estahlish ajoint eammission to study
outstanding issues between the two countries. The commission’s man-
date was vague; it was by no means charged with diseussing the status
of the eunal. Yet one of its cusmetic concessions to Panama was the
decision to allow the Panamanian flag Lo fly alongside the U.S. flag at
a select number of eivilian institutions in the Canal Zone.

The U.S. eitizens whe Tived in the Canal Zone were infuriated by
this concession. They had long regurded the Canal Zone as ULS. ter-
ritory, although the 1903 treaty dic not consider it to be. In early
Jamuary 1964 a group of “radieal” Zonians decided that only the 115,
flag would fly at the Canal Zone’s Balbea High School, one of the insti-
tutions designated by the commission for the flying of both [lags, On
January 9 several hundred Panumanian students, aware of the Zoniang’
views, marched inta the Canal Zone to raise their flag at the schoal.
Several hundred American students were at the flagpole to greet them.
The few dozen Canal Zone policenen could do nothing to prevent the
inevitable confrantation. Thus began the riots of 1964.

Within hours tens of theusands of protesters were in Lhe streets
of Panama Cily, marching toward the Canal Zone and looling stores
and shops alonyr the way. By evening it was clear that U8, troops would
he needed w proleet the entrances to the Canal Zone, Over the next
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several days more Lhan twenly people, including three American
soldiers, were ldlled and several hudved were injured.

Linderlying the confrontation at the Balboa High School flagpale
and enabling the protest Lo gpread so rapidly and so completely
throughout Panema was the long-festering frustration Panamanians
had felt over their lacl of control over the canal. A ware of the historical
roots of the erisis, president Chiart was guicl ta use it Lo draw 1.8,
attention to the inadeguaey of the current regime governing the canal
and ta bring about negotialions for 4 rew canal treaty. The first step
in this tactie wis Chiart’s refusal to call cut the Panamanian National
(ruard ta put down the riots. In past anti-Ameriean demonslrations
in Panama the Natianal Guard had generally helped Lo ensure that Uhe
protesters did not get out of hand—another companent. of the expected
obligations and relations of the regime. Bul Chiari chose ta allow the
rioters to control events—and keadlines—in arder to convey the full
expression of the Panamanians’ unger and vejeetion of the 1903 Lreaty
relationship.

Chiari’s second step was to break diplomatic relations, the mast
minimal and forward expression of relations with the United States.
He telephoned president Johnson to say that the riats were caused by
the lrustratinns of the Panamanian people over the U8, presence, thal
there had to be a “complete revision™ it the 1303 treaties, und that
Fanama wauld not resume lormal ties until the United Slates agreed
to rencgotiate the canal treaty,

The third of Chiuri's erisis exploit:

the cunal issue. Panuma called an emer;mu&meej;ing.uiﬁmﬂnganiza

tion of American States (OAS) on, ]anualv 4 m which—fiur the firg,

time in the history of that fates was acensed

of aggre apgressiun. Chiari also called fur anr emergeney meeting of the TN
Sceurity Council.

Allowing the riots (o vun their violent course communicaled two
things: First, it demonsirated the extent of Parama’s eammitment to
a new treaty, After the riots the United States coult no longer con-
tinue ta think that only a small, radical minority of Panamanians desired
a revision in the 1908 agreement and that minor reforms of the sane
regime would pacity Panuma. Second, the January riots valsed serious
questions about cperalions and control Could the United States con-
tinue tu maintain the security of the canal against an aroused Panama-
wtan public?




The Fanama Coanal Negotictions

How should ihe U.8. respond?
What should Panama do?

1




Prenegotiations__
Diagnosing the Problem
Part 1

lthough the 1964 riots succeaded in communicating Panama-

nian frustrations, president Johnson, shocked hy this impor-

tant crisis so early i bis presidency, refused to agree to Chiarl's
terms. He responded that the United States was willing to discuss any
prievanees but only *‘within the context of the [1903] treaties.” There
woukd be nu negoliations under pressure; only after relations between
the two countries were normalized would Johnson agree to discuss
prievances,

A two-menthJdong stalemate followed, despite attempls at mediation
by the OAS. Panama quickly began to feel the effects of its decision
10 break relations with the United States. Private U.S. investiment in
Punzmz nearly ground to a halt. Other foreign husiness intercsts also
prew wary of the situation in the country, By the end of the month,
Chiari was under pressure from the Panamanian husiness community
0 end the stalemate. The prospect of a leng-term chill in 1I.8.
Panamanian relations had terrifying umplications for an economy so
dependent upon its piant neighbor. Not willing to give in so quicldy,
Chiari tried to find aiternalive sources of financial support. With the
country's foreign reserves dwindling, he dispatched a group of leading
Panamanian business and political figures to several world capitals in
search of econemic support. They met with success only in Madrid,
where the Franeo government agreed to pirovide an interest-free loan
of $5 mition. This loan gave Chiari a little hreathing room tn sustain
his standofT with the United Stutes.

Lt the situalion worsened throughout Febiruary. The OAS aban-
dened its unsiecessful efforts at mediation. There was no change in
Johnson's refusal to negotiate prior to reestablishment of normal rela-
tions, amd in Panama econoimic confidence continued to deteriorate
despile the Spanish loan. It appeared that Chiari's tactic of transforming
the January 4 riots into new treaty negotiations was failing,

Throughout this period president Johnsan tried to find a eompromise
that would not appear to be giving in to Chiar’s tactics. In late January,
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Johnson announeed that the United States would enter into negotiations
with Panama “without preconditions.” This seemed Lo leave the door
open to diseussing Lhe status of the canal. Several days later the United
States agreed to specific menlioning of the canal as one of the ssues
to be reviewed in talks between the two countries. In euarly March,
Johnson said that “adjustments” might be required in the canal treaty,
but he reiterated that there could be ne talks until relations were
normalized. This concessionary language by the Uniled States wus
desigmed to give Chiari an cxeuse to resume ties and commence talks.
The United States was well aware of the stalemate’s economie burden
Lo Panama and was attempting to lure Chiari to the negotiating Lable.
But the United States also was making it clear that, despile the con-
eessions, there would be no agreement beforehand to renegotiate the
1903 treaties.

[n late March the United States made its last coneession. Al an
impromptu White House press conference Johnson sutd he would be
willing to “view every lssue thul now divides us, and every problem
which the Panamantan Governmenl wishes to raise.”” The fact that this
statement was essentially a rewording of the two earlier ones indicated
that Johnson would go no further. With the Panamanian economy
deteriorating and alternatives in the hands of the United States, time
was on the U.B. side.

Another fuctor was on the U.S. side us well. In February the Depart-
ment of Defense had sent a report. to president Johnson urging him
Lo consider butlding a new canal aevoss Central America, A new canal
would be built at sea level, thus obviating the need tor locks, making
subotage more diffieult, and reducing the need for foreign personnel,
It would also be larger than Lhe Panama Canal, open Lo ships for which
Lhe exisling walerway wus loo amall

When news of this report reached Panama, it sent chills through
Lhe country’s leadership, for the eanal was Panuma's sole Impertant
economic asset. The sobering thought that the allernative might be
a cunal outside Panama’s conbrol and that the Uniled Slates might he
pushed into abandoning the canal for 4 new oie in a nelphboring coun-
Ly was the tinal blow to Chiari's efforts. The United States was employ-
ing the threal to pursue alternatives—alternatives disastrous io
Punama—az o means of breaking Panamanian commitment. This threal
wis effectively combmed with Julmson’s concessionary statements, put-
ting domestic pressore on Chiari to end the stalemate.

On April 3, Panama and the United States apreed to a joint eom-
muniqué ealling for resumption of diplomatie relations and “the prompt
elimination of the canses of canflict between the two countries.” This
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was a {ar ery from Panama’s initial demand that the United States apree
Lo renegotiate the 1903 treaties. Bul the United States had privately
assured Panama that all Panamanian concerns would be treated in good
taith. Moreover, in another concession to Panama, the linal point of
the joint declaration stated that the ohjective of the upeoming consulta-
tions would be ““a just and fair agreement which would be subject to
the constitubional process of each country’ (The New York Times, Apr.
18964), This language seemed to suggest a possible new treaty.

At the end of the 1964 riots and daring the ensuing stalemate the
power balance of cormmitments, controls, and alternatives had been
slightly altered in Panama’s (avor. Prestdent Johnson later admitted
that the riots, by bringing cut Panama's commitment and showing the
vulnerability of U.S. control, had eonvinced him that "it ways indeed
time to tale & fresh look at cur treaties” (Johnson, 183). He thus became
the first U.S. president Lo express a commitment to negotiating a new
canal regime. This is not to say that Panama demonstrated an ability
to achieve unilaterally its preferred outcome, control of the canal, but
it had demonstrated an ability to disrupt, and thus to ehallenge and
make more costly, the enrrent regime, Allhough anahle to achieve its
objectizves, Panamza was sble to prevent the opponent from achieving
its abjeclives and thus ereated a stalemate. The Untted States was
forced to reassess “the probability that the status quo in Panama coulid
he maintained without unacceptable eosts™ (Seranton, 224)

Panama was not successful, however, i its search for alternatives
to its relationship with the United States. The ecanumic crisis caused
by the break in relations with the United States was disastrous to
Panama’s small economy. Its mability to find alternative sources of finan-
cial support, ather than the small loan from Spain, only underscored
Panama's lack of aiternatives Lo the United States.

As for the United States, the erisis revealed a continued, i now
weakened, predominance in the control ecomponent of negoliation power.
At least for the time being, Panama was nol capable of taking the Canal
Zone by force. But more important, the Uniled States demonstrated
its tremendous advantage in alternatives. The leaked threat to haild
4 new canal was the ultimate 1.5, card. It reminded Panama that the
United States was able and willing to consider a new regime that ex-
clnded Panama.

Ry April 1964 the two sides had learned a greal deal about each
other's capabilities and desires. Although the Panamanians’ tactic of
fueling and exploiting the erisis had backfired, leading as it did to near
economie collapse, the tactic had shoeked the United States into
acknowledging that negotiations hetween the two countries were
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unavoidable. The United States, by threatening to build 4 new canal
outside Panama, had suceessfully demonsirated that the bhalance of
power would have to be altered substantially before Panama could hope
to achieve its most desired outcome. But by the same token the U.S.
threat also mdicated that a new regime was likely to he necessary,
possibly involving two canals.

What should each gzide do in upeoming negotiations?




- Process

The Search for a Formula
Part 1

he bilateral talks called for in the April 3, 1964, apreemenl opened

in July. At the first session, the two sides began the search for

a formula by restating their desived oulcomes. Panama said thal
the gapenda of the talks should emphasize recognilion of Panamaniun
sovereignty over the canal; mereased economic benefits for Panama;
Panamanian participation in canal administration; and, most important,,
a fixed termination date for Lthe 1903 treaty. The United Stales insisted
that the talks emphasize a continued U8, role in running the canal,
medns of assuring defense of the canal, and continued legal jurisdie-
tion of the United States over its citizens in the Canal Zone. Neither
side accepled the other's proposed agenda, bul each side appeuared will-
ing Lo continue the search for a formula far a new regime.

The primary U.S. tuetic over the nexi several months focused on
allernatives. Jusl Lwo weeks afler the April 3 apreement the United
States and Colombia announced an accord Lo begin a feasibility study
of a sea-level canal through Colombia, Washington also announced Lhat
Lhe pussibility of building a new canal Lhrough Nicaragoa or southern
Mexico would be explored. Johnson administration sources told The
New York Times thal Panuma was nol being considered fur a new canal
“heeause of the recent diplomatie and politieal diffieulties” (The New
York Tismes, Apr. 17, 1964). This should have rid the Panmnanians of
any foubts about U.S. intentions to exploeit fully the power advuntage.

At the opening session of the talks the United States reiterated
Lhis optivn. After each sitle had presented its proposed agenda, the U.S,
negotialors briefed their Panamanian counterparts on the need lor a
new canal and on the U.S. ability to build one. Ambagsador Willlam
Jurden recalls,

The bri(rfmg wig 4 net so subtle reminder to the Panamanians that
the United States was seriovsly thinldng of veplacing the ald eanal . . ..
A chill settled aver the Panamanian delegation when they considerad
that the ¢anal. . omipht within a few venrs becowe no more than a
tourist atiraction, (Jurden, 93)

16
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The U.5. tuctic of emphasizing its allernatives slowed the nepotia-
Lion process. While continuing to insist that Panama’s objective
remained a new canal treaty and control of the Canal Zone, the
Panumanians believed that it would be difficult to proceed more rapidly
until the United States made a decision on a new eanal.

How should the two sides proceed?
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Afler several months of stalematle the Johnson admimsiralion
allered its tactic. Rohert Anderson, the ehiet U.S, negotiator, became
convineed that the Panamanians were not going 1o back down from
their demand for a new treaty. He suggested thal Johnson offer a new
proposat in which the United States would agree to a fixed termina-
tion date for the old treaty and gain the right to dig a new canal in
Panama. However, the United States would retam the right to defend
hoth Lhe old and the new canal, even after termunation of the 1903 treaty.

President Johnson agreed to this proposal. On December 18, 1964,
e announced that the United States would negotiate a new treaty with
Panama and would simultaneonsly procced with plans to build a new
eanul. He did not, however, say where the new canal would be located,
nwning northern Colombia and the Costa Rican-Niearaguan bovder,
ns well as Panama, as possible sites. Morveover, it would take four years
to complete the stucy to determine the hest location for a new capal,

Intlially, the Panamanians reacted favorably to the new U8 pro-
posal. Neurly a vear after the turbulent riots the United States finully
had acknowledged that a new treaty regime must be negotiated to
replace the inequitable 1903 treaty, The Panmmanians percecived Lhis
announcement as a “turning point of seriouancss,” a stated willinghess
hy the United States to compromise for the sake of 4 solution, But on
closer analvsis il waz evident that the new ULS, proposal was cdouble-
edped. For although 1 acknowledged the need for a new treaty, it main-
taimed the ULS, allernative of constructing a new canal somewhere in
Central Amertea, As g resnit the Panamantans would be negotiating
m the dark, because they had no assurance the new eanal would he
huilt in Panama. By thus flaunting its potential alternatives, the United
Siates greatly increased its poswer. One Panamanian official remarled,
“The United States iz playing a giant’s game of power. The stakes are
20 hig nobody can afford to make o wmistake” (The New York Tunes,
Dec. 27, 1964).

A misiake, for Panama, would have been doing anyLhing that might
encourage or promote the sort of anti-American sentiment thal led to
the 1964 riols, Not only woild such a tactic risk more economie chaos
i Panama, it could push the United States into bailding a new eanul
elsewhere. Thus, the Panamanian government had to moderate ns tone
when discussing s demands, greatly weakening what had hecn
Panama’s moest effective tactic—the tacit threat of disruption or violence.

But the need to moderate did not mem the Panamamuans had to
give in to the 178, position. They knew Lhal constructing a new eanal,
although certainly a possibility given LS. Llechnology, would be &

ar

massive undertalang reguiring years of study and planning. Tt was not
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a eard the United Stales could throw on the table on shorl notice.
Moreover, many experts in both Panama and the United States helieved
that the heat site for a new canal was in Panama. Thus, the Panama-
nians might actually be strengthened by the prospect of a new canal.

Another factor that prevented Panama from giving in to the 17.5.
tactic was the fact that the new Panamanian president, Marcos Robles,
was INder intense domestic pressure toreach an agreement for a new
canal regime. The January riota had aroused the Panamanian people,
and Robleg now found himself locked into a pesition of having to repeat
former president Chiari’s hard-line demands. When the next round of
talles began in January 1965, the Panamanians proposed an apenda vir-
tually ldentical to the ane they had put forward in Lhe spriag of 1964;
an end to the hated perpetuity clause of the 1903 treaty and o fixed
itale for the terminaliom of that treaty, a dramatic reduetion in the US,
presence in the Canal Zone, joint TLS.-Pansmanian administration of
the Zone until the expivation of the new treaty, and greater finuncial
remuneration for Panama.

The two sides appedared Lo be meking progress in September 1965,
when they agreed on fotr key poinls: Firsl, the Tnited States pledged,
for the first tine, to alrogate the 1903 treaty: second, a new treaty
was to be drafted in which sovereignty over the (Canal Zione was to
he recogmized; thitd, Panana was to become a partner with the United
States in the administration and operatien of the canal; and finally, the
United States would retain the vight to defend the old eanal and any
new canal eonstructed in Panama. These points of agreement wonld
guide the negotiations over the next two vewrs,

But over the next two years the Panamanian governmend heesame
increaringly weaker internally. The Rohles achninistration, hazed on
a looge coalition among @ number of factions, bad never been partieularly
slrong. Panarmaniang on both the Left and the right begun to pressure
the government w reseh an agreement on 4 new fommula ta replace
the old regivace. The opposilion press accosed the Panamanian nego-
uating team of incompetence. Robles was heeoming desperate for an
apreement. He had reduecd his major demands te twor effective
Penamanian sovercignty over the canal and inereased Panamanian share
in revenues from the comal talls.

What could hoth zides do in neroliation?
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Robles’s uncomfortable position was reflected in the formula
elaborated in June 1967, This formula was in the form of three draft
treaties based on the points agreed to in September 1965. The first
trealy was designed to meet Panama’s major demands. It provided
for abrogation of the 1903 treaty, joint administration of the canal by
2 board of directors composed of five Americans and four Panamanians,
and an increase in toll revenue for Panama. The new treaty was to expire
on December 31, 1999, unless a new sea-level canal was completed
carlier, in which case it would expire one year afler the opening of the
new canal. The final provision ended the perpetuity elause. The second
draft treaty provided for joint U.S.-Panamanian defense of the canal
until the vear 2004, If the United States built a new canal, the defense
treaty would apply to both canals and would be extended to the year
2067. The final treaty gave the United States the right to build a new
canal in Panama within the next twenty years, and to operate that eanal
o sixty years,

These draft treaties reflected the U.S. power advantage, Although
pranting Panama soverelgnty ever the canal and ending the perpetuity
clause, the treaties nevertheless contained many advantages for the
United States. The joint administration provision was only paid lip ser-
vice, hecause the United States would have voting control on the board
of directors, The defense treaty, one of the major U.S. objectives in
a new agreement, was designed to extend for up to 100 yeurs.

Robles came under fire almost immediately from domestie eritics,
who eharged him with conceding too much. The minority position on
the hoard of directors was particularly ranlding to the Panamantans,
and it struck many as an example of U.S. perfidy, because it essentiully
would maintain the status quo. Panama’s negotiators admitted that the
draft treaties were far from perfect but argued that at least the coun-
try had “approached” its maximum goals. Moreover, they pohtted out
that as long as the United States maintained the option of building a
new canal elsewhere, Panama had no choice but to minimize its demands.

The Panamanian public did not accept the government’s arguments.
Rohles, increasingly heleaguered, sald the draft treaties would have
to be “improved and modified” (The New York Times, Sept. 14, 1867).
But it was ton late: In March 1968 the Panamanian National Assembly
vaoted to cust Robles and replace him with the viee president. Robles,
however, refused to step down, and for several months Panama had
two residents. The ensoing political and constitutional erists culminated
in a coup d'état by Omar Torrijes on October 11, 1968,

The 1967 draft treaties effectively died on the day they were an-
nouneed, The problem was that the formula offered de jure recognition
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of Panamanian sovereignty in exchange for de facto continued 1.5, con-
trol, and thus did not satisfactorily deal with the key question of Pana-
manian sovereignty over the canal. Although the 1903 treaty was
officially ahrogated, the handling of defense and joint administration
nrohlems was so favorable to the United States as to make a mockery

of Panamanian sovercignty.




Prenegotiations

Diagnosing the Problem
Part 2

t the beginning of the Torrijos era the negotiations had essen-

tially returned to square one. Three years of bargaining had

produced a formula that proved unacceplable to one of the sides.
[t was unacceptable because it was not a “resolving® formula—that
is, it did not resolve the overriding problem of sovereignty. Even if
two parties agree on a tormula, that agreement does not necessarily
make H a viable formula: “[An] agreement between parties is not
enough. The formula must satisly the demands of the conflict us well
if it is to be a resolving formula” (Zartman, 210).

The nexi several years would see & return to a diagnostic phase,
during which the memory of the [964 crisis was (o loom large in the
calculations of both sides, thus keeping the pressure for renewed
negotialions moderately strong, But it was not simply (the memory of
the 1864 crisis that preserved the urge for negotiations, The power
balance in 1967 was radically different from what it had been three
years earlier.

The problem with Chiari’s threat tacties in 1964 was that they kacked
eredibility. Panama did not, have the resources to allow it to sever relu-
tions with the United States for an extended period. Moreover, it is
unlikely that Chiari was willing to allow further violent incidents to
oceur. The United States, after all, had responded forcefully to the
January riots. Thus, uncertainty was raised about the threat of more
violence in the Canal Zone. The United States, aware of Panama’s
limited resources, was convineed that Chiari could not pursue his taetic
for very long and was willing to wait for him to give in,

But Panama did succeed in persuading the United States to change
its perception of the situation. President Johnson ugreed to begin
negatiations over a new treaty because he was convinced thut the old
regime could no longer be maintained, but he was not convinced about
the proper formula for a new regime. This uttitude explains Lhe scem-
ingly contradictory outcome in which the Uniled Stutes refused publicly
to meet Chiari's demands while simultaneously preparing to meet them

2
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as soom as he backed away from his unilateral suspension of Lhe basic
element of the old regime, diplomalic relations.

The U.8. hard-line tactic of refusing Lo give in as long as Chiar
refused tn reestablish relutions sueeceded. IU was o eredible tietio—
the United States would survive without a Panamanian ambassador
m Washinglon—repeatedly communicated at the highes! level und com-
bined with a earrot: the promise that the canal issee would be discussed
ax s00m a8 relations were reestablished.

Arnother key to the ULS. tactic’s suceess s that it changed Panama’s
perception of the erisis. In the immediale uftermath of the January riots,
Panama hoped that the United Stales could be quickly brought to the
negotintion ltable. The seveving of relations was not expecled to eon-
tinue for the long Lerm, Exploiting the riots in this manner was inlended
only to prod the United States into action. When the United States
proved resistant to this pressure, Panama was gradually persuaded
to see that the situation was not se favorable us it had thought. The
United States was not going to back dowa quickly.

The other U.S. tactic during this period—the threat to build another
canal—alse sneceeded. This threat was communicaled Lo Panamea in o
nomber of ways, subtly at first {the leaked Pentugon study), but more
directly later. In September 1864, Congress formally established Lhe
Auvlantic-Pacific  Intervcennic Canal Study Commission, and in
Decembeyr, Johnson publicly proclaimed that 4 new canal would be one
of the U.5. goals in the upeoming negoliations,

The threat to build a new canal elsewhere in Central Amcerics waz
not 100 pereent erecdible; the cast was undetermined, und il was unclear
where a new canal would be built. Bul the threat sas sufficiently ereds-
ble to uffect Panama’s behavior greatly. After all, the Uniled Stales
did possess immense economic und Lechnological resources, and o one
was willing Lo bet much that the Uniled Stutes could wof build a new
canal,

The threut of a pew cunal chunged the perceptions of the Panama-
nians aboul what Lhey could get out of Lthe negotiations. Their preferred
puleome was greatly mited by Lheir perceived need Lo appease the
United States, The Panamanians’ objeetive changed from “How mueh
van we pel from Lthe Americans?’” o “How muach can we gel from Lhe
Americans withoul provoking them (o butld a new canal?”’ If anytihine,
the U.8, tactic worked Lov well, [t forced the Panumaniang Lo wgree
to an untenable formuly, s thus, in the end, only protonged the conflict.

The Punnanians, by rejecting the 1967 dratt Lreaties, had stromgly
communicated their commitment ta real changes in the canal treaty.
The luet that the Robles government fell lurgely because of popular
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disapproval of the formula indicated that minor coneessions alone from
the United States would no longer be acceptable to Panama. That the
Panamantans risked provoking the Americans into playing their power-
fut card {constiteting a new canal elsewhcere) further indicated the in-
tensity of their commitment. This intensity, with the underlying threat
of violence, was to be 2 major source of Panama’s power over the next
ten yeurs.




_ Process_
The Search for a Formula
Part 2

{ the beginning of 1969, after several months spent consolidating

its positien inlernally, the Torrijos government began sendmg

signals to the United States that it was ready to resume the
negotiations based vn the three dratt treaties of 1967, Bul the new Nixon
administration responded coolly, saying it would nut deal with a
“military type, provisional” government (The New York Times, Sept. 2,
1969,

T8, afficials also stated that, even i negotiations were to resume,
there wauld be Lwe “nopnegotiable” U.8. demands: (1) The United
States must maintain control over canal operations (this demand was
veffected in the five-to-four U.S. advantage on the propased hoard of
governors), and (2) the United States must retain the right Lo defend
the canal “unilaterallv.” These demands represented a hardening of
the U.S, position, in that these demands were aot eoupled with a pledge
to acknowledge even symbolic Panamanian sovereignty over the canal.
The new U.S. position appeared to be, “The savereignty question iz
negolinble, our demands ave not.” The Americans were hoping that
the pulitical uncertainties in Panuma resulting {rom the Toryjos coup,
combined with the eontinoing option of building a new eunal, had
weakened the Panamanian position sufficiently to malte renegotiation
of the 1967 formula untenable,

Morevver, the Nixon administralion espoused a somewhat more
hawkish foreign poliey generally than had the earlier Democratic ad-
ministrations, W had no desire to make Panama a more acceptahle offer.
Ualike president Johnson, president Nixon had not become tonvineed
that a change in the canal’s status was needed. But the United States
underestimated both Panama’s commitment and Torrijos's suceess at
secaring intecaal control. On September 1, 1970, the Torrijos govern-
ment formally netitted the United States that the 1967 draft treaties
were no lunger acceptable as a basis for resuming negatiations. Torrjos
was particularly annoyed by the 1.8, advantage on the propoased hoard
of governors which, he said, would leave Panama with only “the right

5

2



26 FPI Cnse Studiey

Lo protest” (The New York Times, Scpt. 3, 19700, The negatiating teams,
however, conlinued to meet periodically,

In Nuvember 1970 the Atlantic-Pacific Interoceanie Canal Study
Commission, which had been established six years earlier to determine
Lhe best gite for a new sea-level canal, released its comelusions. The
commission determined that Panama remained the best site fiar a Cen-
tral American canal. Mare important, it was estimated that the ecost
of construcling a new sea-level canal wauald be hetween $3 billion and
$4 hillion, thus making that eption considerably more expensive than
originally thought. This eanelusion altered the power halanee:; It
destroyed the powerful ULS. eard by revealing that the United States
in fact had no alternatives other than Punama for achieving its ohjec-
tive of an inleroceanic canal, Said one analyst, “The leverage thus passed
to Panama’’ (LaFeboer, 184).

The U.5. attempted to compensate for the lost leverage hy making
stronger demands. In a message sent dircetly to General Torvijos (cir-
cumventing the negotiation teams) in mid-1971, president Nixon said
that the United States would nat aceept a treaty with a termination
dute, a eritical component of the 1967 draft treaties, and that the United
States wanted unilateral control over the canal and responsihility for
its defense,

The Papamanians were stunned, The most important Panamanian
objective was renwoval af the hated perpetuity clause of the 1803 treaty;
s superfieial atlaimment had been the cause for the eollapse of the
proposed 1867 regime. The formula Nixon was proposing amounterd
to simply 4 renewal—with slighily hetter fingneial terms—of the 1903
treaty. It thus represented a regression from the progress made dur-
myg the Johnson years: “By attempting to negotiate a eanal treaty which
had mure in common with the existing treaty relationship than [with]
the 1967 treaty package, the Nixon administration appeared to be
launchimg an attempt Lo prevenl changes in canal poliey™ (Seranton,
A21). The major issue in the Panama Canal negatiations was sovereignty,
and Nixon's formula certainly did not Lake eare of it. His propasal thus
was completely unaceeptable to Torrijos, wha eommunicated his reac-
tiom to Nixon in no uncertain terms. He tald Robert Anderson, the
American negotiator who had presented Nixon's offer, “What vou have
said changes almost nolhing in the Lraditional position of the United
States. ... Your words nullify aur aspirations™ (Jorden, 156). Moreover,
he said that if the U.S. position was made puhlic, “it would be the
detonator that could kaunch the Panamanian masses into trying ta
recover [the canall by foree.” He also warned thal the negotiations would
be broken of( if the U.S. position did not change.
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In October 1971, Torrijos told a cheering rally in Panama Cily that
Panamanians were “reaching the limits of our paticnee” and that the
Lime might soon come when “one generation [must] offer its lives™ to
secure soveraipmty aver the canal (The New York Tines, Oct. 12, 19%72).
The threat to the United States first posed by the 1964 viots, the
memory uf which had remained on both sides’” minds for the past six-
and-one-half vears, was now openly and forcefully stated by Torrijos,
mure credibly than il had ever been posed by Chiarl,

Although Nixen's proposed formula played a jarge role in encouraging
{his new threal by Panama, there were other factors at work as well,
For one, the United States wus at this time in the throes of a panful
and seemingly endless war in Vietnam, The U.S. dollar was under atlack
in world finaneial markets, and the 1.8, cconomy in general was loss
robust and less dominant than it had been just five years earbier, This
situation helped to create the impression thal the power of the United
States was waning and that its commitment to Hs interests abroad was
wenkening. Faced with domestic protests over the war in Vietnam, i
seemed untikely that the U.8. government could quicldy commit itself
to military invelvement in another foreign arena. This situation, even
il hasecl only on perception, served to lessen both the apparent U, H com-
mitment to maintaining control of the canal and the danger that the
Untted States would respond to Panamanian threats with military foree.
Panama’s commitment and eontrel increased eommensurably.

Another factor encouraging Panama’s tactie derived frum domestic
sources. The Torrijos government was suffering through a peried of
inlernal attacks: Wealthy landowners were furious over land exprupriy-
Lions; business interests were frustrated by a stagnant economy; and
the powerful Cathelic ehurch was upsct over the kidnapping of a pro-
g’lesm ¢ young prtest, a deed yumared to have been carried out by the
Torrijos-led National Guard. Torrijos was therefore cager to promote
a unfying issue avound whivh he eould rally supporl. Nothing in
Panamanian polities played this role better than the cunal issue.

Ry making thinly veiled threats of violence, Tarrijos was placing
himsell in the potentially dangerous position of having to curry them
out to save face. Indeed, purposefully painting oneself Into a corner
is 2 potent means of demonstrating commitment. Torrijos was aware
of this danger. He was trying to signal to the United Stales that if
necessary he was willing to ptave himself in a politically risky position
tn achieve his preferred onteome.

Haow should the 1.5, respond?
What should Panama do?
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The tnited States responded to Torr{jos’s threats by effectively
reseinding the Nixon formula. This action amounted to acknowledg-
ment that {he United States was unwilling to confront a violent
Panamunian atlempl to seeure s objectives, Thus, Torrijos’s threat
Laclie was suceessful—something the general would not soon forget—
whereas Nixon's hard-line tactie backfired miserably, diminishing the
.8, commitment, This course of events had a profound effect on the
balance of power.

Tweo days afler Torrijos's flery speech in Oclober the Uniled States
announced that it would agree to deop the perpetuity clause and worl
for a new treaty with a fixed ternination date. The Nixon administra-
tion, however, inststed that whatever the outcome of the ongoing talks,
the United States would mamtain the vight to operate and defend the
waterwuy “for a very long time” and the right either to improve the
existing canal or to build a new one. Other administration sources said
Lhat U.S. troops would be “permanently” stationed in the Canal Zone
(The New York Tomes, Oct. 19, 1972). The only kind word trom the
Americans coneerned Inersased economic benetits for Panama. But this
offer of greater aid was not perceived as generosity by the Panamanians.
In the words of 4 close observer, “I{ smelled strongly of 4 pavoft™
(Jorclem, 155)—that s, the United States uppeared willing to help end
Panama’s cconomic weakness in exchange for a less strident Panama-
nian position on the camnal.

Despite the United Btates’ own econamic troubles, the costly war
in Vietnar, and the failed fornmuky, the Nixon administration was not
prepared to give i easily to Panamanian thueals. In fact, the acknowl-
edged perception of their country’s new weakness may have encowraped
U.5. policymalcers to maintain an essenlially hard-line position in the
negotiations with Panama. Although they had hucked down on the ques-
tion of atermination date for a new treaty, the 11.5. policymaliers con-
tinued to demand a formula providing administrative rights for a con-
siderable length of time and military defense rights indelinitely. The
negotiations were stalemated throughout mueh of 1972,

By the niddle of 1972, Torrijos had become convinced that the
United States was nol going to be more fortheoming in negotiations.
Although unsuecessful, Nixon's proposed formula in {the summer of 1971
revealed where the ULS, administration’s heart was. Congress’s heart
was equally cold to Panama’s position. Of the thirty-3ix members of
Cmgress who made statements during two days of hearings held in
September 1971, only one, Senator Alun Cranston, endorsed negotia-
timns, Torvijos’s threats in late 1971 persuaded the Americans Lo aceept.
onee and for all » fixed termination date on any new treaty. But beyond
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that concession {a coneession that had in fact heen confirmed in 1967
by president Johnson) the United States did not seem willing to move,

Despite the hard-line position of the United States, the balance of
power had shifted noticeably toward Panama. The canal commission’s
repart had revealed that the United States had no eunal alternative
putside Panama; the success of Torrijos’s threats in confronting the
U.S. proposal had indicated the greater commitment of the Panamu-
nians over that of the Americans; and contextual events—the Vietham
War, the weakened U8, economy—had raised questions about the U8,
ahility and commitment Lo achleving its desired outeomes unilaterally.
Yet the shift was nob sufficient to allow for fmther progress in the
negoliations. Throughout most of 1972 the United Stales showed that
it could practically ignore the canal issue. To gel the negotiations moving:
again, the Panamanians wounld have to develop a tactic to alter the
balanee of pewer even more in their favor, capturing U.S. attention
and showing Washington that it had no alternative to produclive
negotiation.

One way to do this would have been Lo activale the ever-present
Panamanian potential to challenge U5, eontrol of the canal—in other
words, to earry out Terrijos’s threats of violence. 1t would have been
quite easy for the Panamanian governinent to prompt such vialence,
but it would have heen a very risky tactic. Threatening violence is an
effeclive tactic for encouraging the opponent to make coneessions in
negotiations; actually carrying out viclenee risks causing a break-off
of pegotiations, perhaps pernanently, and raises the attractiveness of
alternatives, Because Torrijos helieved that the best chanee far rosoby-
ing the canal issue was through negotiation, he did not want ta risk
cansing an end te the negotiation process.

There was annther, less Hsky, tactie open to Panama. Throughout
1971 and 1972, Turrijas began tu consult regularly with leaders of
nefghboring Latin American cauntries, particularly U.S, allies such as
Colombia, Venezuels, and Casta Riea, but also with Peru and Citha.
The purpose of these consultations was to begin to develop ithe taclic
of coalition building and internatienalization of the canal issue, Until
this ppint Panama had stond virtually alane in its negotiations with the
United States; Torrijns now was developing allies.

When it finally hecame clear that the talks with the Nixon adminis-
tration were not going ta prove froftful, Panama activated its tactic
af internationahization of the canal ssue. Torrijos now was prepared
to move the 1ssie nnlo the world stage. In November 1972, Panama’s
¢hief delegate Lo the United Nations formally requested that the UN
Seairity Council meet in Panama se the world esmmunicy eould withess
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firsthand “the incquities Panama has endured” (The New York Times,
Nov. 12, 1972). The United States opposed sueh a meeting outside the
UN headquarlers in New York, arguing that the eanal problem was
4 hilateral one and should not he the focus of a Seeurity Council meeling,
But with impressive support from Latin Americun and other Third
World delegates—suppart he had been courting for some Lime—Torrijos
suceeeded. The UN agreed to convene a Security Council meeting in
Yunama th Mareh 1973,

The meeting was a significant suceess for Torrijos. He adroitly
walkedd a thin line: He ensurced that there were no violent anti-American
demonstrations in the streets, while sirmtltaneously warning in a speech
to the Security Council delegates thal “violent changes™ would accur
if “the colony in the heart of my country” was not removed, He called
the 1.5, position “absurd” while pledging to continue working for a
“Just and fair treaty.” In the end, Panama and Peru proposed 1 Security
Council resolution urging the United States and Panama to conelude
a new treaty “without deluy” that would “fulfill Panama’s legitimale
aspiration and guarantee full respect for Panama’s offective sovereignty
over all its territory’ (The New York Times, Mar. 15, 16, and 22, 1973),
T its dismay, the U8, delegation found itself alone i casting a negative
vole (the United Kingdorm abstained, und the other thirteen members
of the eouncil voted in favor of the resolution).

The Americans were stung. Only two years carlter they had felt
their position was sufficienlly seeure to warrant proposing a hard-line
formula, Now the Panamanians had successfully turned the world
spotlight on the canal issue und demonstrated the degree to which they
had rallied support for their position. This tactic had broadened the
symhalic base of Panama’s commitment by transforming the canal ques-
Lion tnto a North-Bouth issue. [t was no longer simply Punama versus
the United States; it was now the “colonized” versus the “colonizer,”
The stark tally of the Security Council vote—thirteen to one agalnst
the United States—ulthough only symbolie, prescated a picture of a
beleaguered United States fucing the near-unanimous opposilion of
world opnion. Panama’s commitment was greatly intensified by the
supportive commitment of many other countries, including thise within
ils van hemisphere, One commentator noled that the effect an the
United States of the Security Council resolution was similar to the ef-
feet un outhurst of vislence in Eastern [Curope swould bave on the Soviet
Union (Jaeden, 195).

Stephen 8. Rosenfeld deseribed the impact of the Security Coun-
¢il meeting on U8, policy:
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The pt-u|lmg'zmda and politicu} bealing administered in the United Na-
tions helped transform the issee within the 1.5, government from
a modost regional matter, which vould safely be left in a state of
slagnation, nto a major priority. (Rosenfeld, 4).

In congressional testimony in April 1973, Ambassador David H.
Ward, the 118, special representative for interoceanic canal negotra-
tions, supported this view:

We are not gaing to pick up o marbles and go hume because of the
security Couwneil meeting, but I think it dicdd hwve the effect of raising
questions i the mind of people in this country, aml i the mind of
Lie Prestdent, and in the mind of Congress as to just exaetly how can
we work Lhis problem out.

U.8. Ambassador to the UN John A, Seali, also in testimony helore
Congress, noted the success of the Seeurity Counell meciing i trans-
forming the canul issue from a bilateral one into a regional one: *“|The
United States] may have veioed the resnlution, but Latin Ameriea has
vetoed the United States,” At the same hearings, Congressman Donald
Fraser expressed his view of the mmplications of the Seeurity Council
vote:

Thes fuct |is] we ost. We were the only one to stand up on oup side,
Even our closest ally [Britain], a conservative gaovernment, did not
stand with us, Li seems Lo me we ought to pel this negotiation
completed.

In surn, the Security Council meeting in Panuma led to a eritieal
change  the Nixon administration’s perception of the issue. Before
the meeting, “the Nixon administration would have prelerred the canal
negotiations to fail rather than accepl unwanted cormpromises.”” After
the meeting, “a compromise agreement was preferred to deadlock
because continuation of the status quo was seen a8 threatening the ef-
tictenl operation and seeurity of the Canal” (Seranton, 391). Further-
more, within the 11,5, government the prohlem was lifted out of the
hands of 4 small group nf eanal experts working in isolation ancd brought
to the atlention of the highest authorities, ineluding the Latin Ameriea
Burean of Lhe State Departinent and national security adviser Henvy
Kisginger.

By the end of 1973 certain eomtextual events hetped shift, the balance
even further in Panama's favor. The 118, defeat in Vietnam was ap-
parent to all; I was now clear that, with sufficient commitment tu its
cause, the weak could defeat the strong. The erisis caused by the Arab
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states” 0il embargo during the 1973 Arab-Israeli War greatly boosted
Panama’s optimism and created a sense of unity among all Third World
nations, All this conveniently coincided with Panama’s tactic of inter-
nationalizing the canal debate. I{ also provided the Panamanians with
a persuasive analogy: Just as OPEC states were justified in reaping
the benefits from the oil in their ground, so Panama was justified in
reaping the benefils from ite primary “natural resource,” the canal.
In hiz anmual report to Congress on the state of the LS. foreign palicy
m May 1973, only two months alter the Security Council meeting, prest-
dent Nixon wrote:

Another important unresolved problem concerns the Panama Gunal
ardl the surrounding Zone. US. operation of the Cunal and our
sresence In Panamd are governed by the lerms of a treaty drafted
it 1903. The world hus changed radically diving the 70 yeavs this treu-
ty has been in effect. Latin Ameriea has changed. Punama has
changed. And the terms of our relativaship should reflect those
changes in a reasonable way.

For the past nine years, elforts o work out 4 new treaty aceeptable
to both purdies huve failed. That failure has put considerable strain
un our reiations with Panama. Tt s time for hath partiss to take a
fresh look at this problem and ta develup a new relationship between
us—one that will gnarantee cuntinued effective operation of the Canal
while meeting Panama’s legitimale aspirutions.

This statement represented a new “turning point of seriousness.”
It alsn revealed that Nixon's earlier commitment te a hard-line posi-
tion had nol been very strong. Ag in December 1964 the United States
nnre again was acknowledging that it was prepared tn make conces-
siams in order to bring about a negutiated solulion to the panal prob-
lem. The way was now preparved for a sertous seareh for o new formula.

How should the U.S. proceed?
What was Panama to do?
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Nixon's veport to the Congress had an immediate impact on the
Punamunian Jeadership. Torrijus, who correctly perceived this state-
ment a8 4 sertous turning point in the stalled negotiations, directed
his foreiem mindster, Juun Antonio Tack, Lo draft a response. Tack
pondered Nixon's statement [or several weeks and finally determined
that the appropriate response was a Panamanian statement of
principles—in other words, a formula proposal, William Jorden dereribes
Tack's reasoning:

For nine years, the talks with the Unitod States had draggred on, con-
stantly getting bogged down in one detail after another. ... “We're
begimning the house without the ronf,” [Tack] thought. We should
bcg}in wilh prineiples, then 1it the detalls into that framework. Clorden,
204

In a nine-page letter to U5, secrelary of state William P. Rogers,
Tack presented the Panumanian view of an acceptable formula, which
was embodied in etght points:

1. The 1908 Lreaty must be abrogated.

2. A new (reaty must have a lixed termination date.

3. LS. jurisdiction in any part of Panama should end.

4. The United States could use land and water areas necessary 1o
nperate and maimtain the canal and to proteet vital installations.

5. Panama must recetve “u just and equitable share” in canal
henefils,

6. U.B. government activities should be hmied to operating, main-
teining and prolectmg the cunal.

7. Military activities counld be only those “expressly stiputated in
the treaty.”

8, The United States would have the right to bulld a sea-level canal
il (1) the U.3, decislon was made within “‘a reasonable period,”
(h) Panamu retained full jurisdiction in the new canal area, and
{¢} w seu-level canal treaty also had a fixed termination date.

In the autumn, Tack’s letter was passed on to Henry Kissinger,
who had succeeded Rogers at the State Department. Although nor-
mally move concerned with the “high polities” of East-Wesl relations,
Kissinger toolt a special interest in the canal negotiations, He had been
rudcly awakened to the problem by the Security Couneill meeting in
Panamng, partictularty by the fact that the United States had stood aline
in vetoiitg the Panamanian reschation. His determination to solve the
problent quickly was evidenced in his choice of veteran diplomat
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Ellswoeth Bunker to be the new chief LS. negatiater. Alter consulting
with offteials by the State Department aret Pentagon, Bunker developed
his own set of principles, which eloscly resembled Tack’s hut differed
in the way U.S. defease vights were deseribad. Bunker svas dispatched
to Pahama m Novernber 1973 to begin negotiating the new fnrmula
on the basts of Tack's letter and his deaft response,

Progress was rupid. By early Decemher agreemoent had heen
reached on most of Tack's peints. Afler a hrief visit ta Washington for
considiations Bunker ceturned to Panama in early January, where he
and Tack completed Lhe job, In February, Kissinger—never one to shun
the lhnelight—flew to Panama la formally sign the joint statement of
prineiples Bunker and Tack had negotiated, The Kissinger-Tack for-
muly consisted essentially of the eight juants Tack had made in his letter.
I exchanged U8, agreement Lo eliminate the perpetuity elause of the
1913 treaty for vapuely worded asswrances that the United Siabes wonld
continue to play 4 role in canal defense. This vapueness sas intentinnal;
The parties knew that the guestion of U8, defense vights was the most
potentially eontroversial kssue, w be deall with in detall only after other
iasties had been resolved and the negutiztions had gained some momea.
twm. The main features of the agreement were as follows;

. The 1903 treaty would be replaced by an entircly now treaty.
The coneept of perpetuity would bu climinated: the new treaty
would have a fixed termination date.

A, LS. jurisdiction over Papamanian territary would terminate
[rromptly in accordance with Lhe lerms of @ new troaty.

4 .The Panamanian territory in which the eanal is situated would
return to Panamanian jurisdiction, although for the daration of
Lhe new tieaty the United States would have certain land, water,
wncd amrspace rights necessary for operatian, maintenance, and
defenzc of the canal.

5. Panama would reeetve a “just and equilable” shave of benefits
terived from the canal.

&, Panama would participale in the administratian of the canal un-
£l expiration of the new trealy and would assume sole respon-
sthility for canul administeation after this point.

7. Panama would participate with the Uniled States in che protee-
timm and rdefense of the canal.

8. The United States and Punama would agree hilaterally on pro-

vistons for enlarging canal capacily.

[\ et

In his poblic remarks at the sipning ceremony in Punama City, Kis-
singer made an mteresting obseevation: “Our purpose s to begin
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replacing an oid treaty and to mave toward a new relationship.”
acknowledging that it was time 1o replace the old canal regime with
a new one, He continued, “In the past our negotiations would have
been determined by relative strength. Today we have come together
in an ael of reconetiiation” (Jorden, 698). In fact, negot tations st wonld
be determined by retative strength; only now, relative strength had
shifted in Panama’s favor,

A compavison of the 1974 Kissinger-Tack formula with the 1967 trea-
ty formula reveals the degree to which the balance of power had shifted
in Panama’s favor during the intervening seven years. Gone from the
1974 formula were (1) U.S. predominance, via the five-to-four advantage
on the hourd of governors, in administration of the canal; (£) the ex-
tensive U.S. defense rights of the 1967 draft treaties, which would have
given the United States chief defense responsibilities wntil, potential-
by, the vear 2067; and (3) the U.S. right 1o make the unitateral decision
to build 2 new eanal. Although the Kissinger-Taclc formula was vague
on many poinls (that is the naturce of formalas), it was nevertheless
one that Panama coald live with, unlile the 1967 formula. For the first
time sinee the 1964 erisis there was a muotually agroed upon basis to
hegin negotiating the delalls of an agreement.

The prospects for a negotiated selution recetved a further hoost
in June 1974, when the 1.5, joint chiefs of stafl approved a Defense
Department study determining that although the canal was an impor-
tunt strategic asset, it no longer was a wifef asgel. The study concuded
that any new treaty agreement that ensured uninterrupted use of the
canal would be sufficient for protecting U.S. strategic interests. Thig
marked an important turning point in the Defense Department s posi-
tion and indicated that the 1.8, military establishment was hecoming
committed 1o o negotiated solution.




Process_
Closure

hree prineipal issues were to dominate the next stage of the

negotiations: (1) The duration of a new canal treaty (how long

the United States would continue to have rights in the Canal
Zone before complete sovereignty passed to Panama); (2) preservation
of the eanal’s neutrality after control passed Lo Panama; and (3) 1.8,
defense rightls in the Canal Zone during and after the life of the new
trealy. A fourth issue—the amount of finanelal remuncration Panama
would recoive under the new treaty—briefly became the foeus of at-
tention during the final weeks of the negotiations, As in the earlier
stage of the negotiations each side directed its Lacties during this stage
toward affecting the balanee of power in such a way as to promote its
favored vutcome in euch of the issue arcas just cited.

Twu eritical contextual fuctors, however, also had an impact on the
bulance of power, both to the peneral detriment of Panama. The first
was the politicization of the canal issue in the United States, notably
during the 1976 presidential clections. The second was Panama’s
deleriorating economic condition and growing social inrest, The Torrjos
government had to spend much of its time doring this stage devising
tactics to counter the detrimental impact of these two contextual factors,

Barely a month after the Kissinger-Tuck fermula had been signed,
thirty-cighl senutors—four more than the number needed to block a
treaty—voled in favor of Senator Strom Thurmond's resolution opposing
Panumanian soverelgnty over the canal, President Nixon, facing a posst-
ble impeachment (riad, was veluctant to antagonize conservative mem-
bers of the Congress, so he allowed negotiations to stall,

After Gerald Ford's snecession Lo the White House in the sumimer
uf 1974, negotiations were renewed more vigorousiy. For a brief period
in carly 1975, Torvijos appeared optimistic, telling The New York Times
thal the United States finally had acceded that the canal issue wuas
a problem Lhat needed resolving. Before long, however, the question
of Lreaty duration surfaced as an important source of conflict. The T1.8.
negotiators, under pressure from the Pentagon, were demanding a

2
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fifty-year duration for the new (reaty; Panama inststed the treaty must
expire before the year 2000,

Meanwhile, more trouble was brewing on Capitol Hill. Cnngressman
Gene Snyder proposed an amendiment to u State Department appropria-
tiong bill to withhoeld funds for “negotiating the sirrender” of UL5. rights
in the Canal Zone. The amendment passed overwhelmingly, 246 to 164
The Senate later rejected the Snyder smendment, but the lesson was
not lust on Ford and Kissinger. Ronald Reagan already was position-
ing himself to challenge Ford for the Republican normination and had
adupled the antinegotiation position as one of the themes of his vitriolie
campuign. This political pressure, combined with the Pentagon’s strong
opposition to eoncessions, led to 4 hardening of the U.5. position. In
September 1975, Kissinger declured in a speech to southern governors
Lthat “the Uniled States must maintain the right, unilaterally, to de-
fend the Panama Canal for an indefinite future.”

In July 1975, Torrijos, already trustraied by the U.5. political situa-
tion, had said that if nerotiations ended, violence would be inevitable:
“Tywn courses of action would be open 1o me. To smash it [the uprising]
or to lead it, and I am not going Lo smash it” (The New York Times,
July 28, 1975). Kissinger's unfortunate remark, which reneged on one
of the points of agreement reacherd with Tack, provided Turrijos the
opportunity to demonstrute his seriousness. With Torrijus’s permis-
ston, il not on his command, several hundred Panamanians besteged
the U.8. embassy in Panama City while National Guardsmen looked
on approvingly. The furor subsided after several days and after Kis-
singer recanted much of his remarks. Torrijos had thus demonstrated
what a powerful tactic the threat of violence was,

But Torrijos’s threat also revealed the degree (o which he felt his
power position deteriorating. The antinegotiation movement in the
Uniter States was weakening the U.S. commitment to reach an agree-
ment. Moreover, the specter of a possible Reagan nomination and elec-
tion Lo the presidency was increasing the possibility that the United
States mipht scon return Lo a policy of achteving unilateral outcomes
in Central Ameriea. The U8 -Panamanian consensus, epitomized in the
Kissinger-Tack formula, appeared to be unraveling as a result of U.S,
polities. Torrijos resorted Lo his threat tactic in order to bolster
Panama’s position.

In earty 1976 Torrijos renewed his carlier successtul tactic of coali-
tion building, this time by paying a slale visit to Cuba, This trip not
only enhanced Panama's vtanding among the nonaligned nations, it also
served as a threat: 1f the United States was not fortheoming, there was
another “bloc” to which Panama could turn. Torrijos alse successtully
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persuaded Argentina to defer its elaim to a seat on the Security Conn-
eil, pussing it to Panama. This secured for Panarma a prominent plat-
form from which Lo volce itz position.

Torrijos’s tactics had 4 notiecable effect. In March 1976, Kissinger
warned that if no agreement was reached, “the danger we see i3 that
the countries of the hemisphere will unite in a policy of harassment”
againgt the United States (The New York Times, Mar. 15, 1976). Within
several weeks, however, Reagan had won a string of primaries and
his chalienge Lo president Ford had beeome a serious threat. Onee again
the antinegotiation forees scemed to be gaining the upper hand in 1.5,
polities. President Ford responded by hardening his own position on
Lhe canal ssue but at the expense of undermining the Kissinger-Tack
fermula and making the job of his negotiatnrs more difficult.

Torrijos was in a bind. Angered over the T8, government's
walfling, he was nevertheless frightened by the prospect of a Reagun
victory. He had to find a way to keep the pressure on Ford without
inercasing Reagan’s popularity. Torrijos’s diseomfort grew even more
when Jimmy Carter, the candidate who clearly wnuld win the Demo-
cratic nomination, tried 1o position himself somawhere hetween Ford
and Reagan. In a speech before the New York Foreipn Poliey Associa-
tion In June, Carter sald, “T would never give up full control nof the
Panama Canal as long as it had any contribution o make to our own
national seeurity.”

Torrijos's tacties during this period were cvidence of his confusion
over how to approach the negotiations, On the one hand, he called for
his feltow Punumanians to be patient and not Lo do anything that might
play into the hands of Keagan; yet he also resorted periodieally to his
eaclier tactie of threal making and coalition building. In a speech before
the Conference of Non-Aligned Nations in Sri Lanka he blasted the
United States for mamiaining 4 “colonial enclave’ in his conntey, and
he sought greater Third World endorsement of Panama's position.

The other contextual faclor that weakened Panama's position was
the rupidly deterioraling state of the country’s economy, resulting in
sipms of sockal unrest. The Panamanian economy showed a zero growth
rate In 1976, The inflation rale was high and exports were falling as
foreipn debl mounted. For several yeurs Torrijos had used the canal
issue as « shield aguinst domestic opposition to his regime and ils fail-
ing econoinie policies. Criticizing Torrijos over any issue had been
regarded a8 tantamount to betvaying Panama vver the canal. But with
Lhe negoliations in recess pending the outeome of the U.S. elections,
opposition groups began to voice their discontent more openly. Torrijos
needed a canul ugreement, and he needed it soon. When in April 1976
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Torrijns warned that trouble would erupt if the treaty was not signed
by 1977, he was In purt threatening and in part pleading.

The Panamanians reparded the eleclion of Jimmy Carter to the
presidency warily becunse of the ambiguous posttion he had taken during
the campaign. But their concern guickly tumed to oplimism: Several
wecks before his inauguration, Carter said at a press conference that
the Panama prohlem “ought to be resolved quite rapidly” (Jorden, 341).
His secretary of stale designate, Cyrus Vance, also publicly stressed
the mportance of « canul agreement.

Carter’'s commitment to resolving the vanal problem was based
largely on his fear that the Panamanians might soon activate their
threats. In his memoirs, Carter writes, “The Canal was in serious
danger from direct atlack and sabolage unless a new and fair treaty
arrangement could be forged.” The cormmanding U8B, Army officer m
the Canal Zone Lold hin it would require “at least o hundred thousand
armed men to mound 4 reasonable defense of the Canal within o hostile
enyironment” (Carler, 155).

Carter wuas algo concerped about the way in which Lhe continuing
stalemate in the canal nepotiations woukl affeet U.S. relations with the
veat of the Third World: “This 1ssue had become a litmus test {throughout
the world, indicaling how the United States, s a superpower, would
treat a small and relatively defenscless nation™ (Carter, 156).

Panamanian oplimism received a further boost when, in January
1977, Curler appointed Sol Linowitz to be conegotiator with Bunker,
Linowitz hadl headed the privately funded Commission on Uniled Stales-
TLatin American Relations, whose recent report had recommended early
completion of a new canal trealy. Suddendy, the Umnmted Stales was
veenmmitted to a quick and equitahle solution.

In light of Torrijos’s eroded position, it may at frst seemn odd that
the United Stutes was ncreasing s commitment to negotiations, After
all, Punama’s weakened position should have allowed the United States
to havden ils position, perhaps by formally abrogating parts of the
Kissimger-Tack formula. But the reality was more complex. For ohe
thing, Torrijos’s domestic troubles had heeome an indireet source of
Panumanian power. Many U.S, officia)s, particubaly at the Department
of State, felt that Torrijos was the one Panamanian leader most eapable
of negotiating a new accord, In their viea,  Torvijos fell, the alter-
native prohably wonld be a government even tarther to the left, which
might harden the Panamanian position ur even encourage popular
umest. As Zbigniew Byzezinskl later wrote, “A delay in negotialing
u treaty invited violence and also endangered Torrijos’s position; and
Panzama without Torriins most Hlely would have been an impossihle
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negotiating partner” (Brzezinski, 136). The 1964 ripts and the 1968 coup
still east an ominous shadow,

Moreover, Torrijos’s unrelenting efforts at coalition butlding were
paying off. Soan afler his Inauguration, president Curter received a
letler from the leaders of Colomhia, Costa Rica, Guatemala, Honduras,
Mexico, Nicaragua, and Venezuela in which they pledged that o new
canal treaty would he the “erncial test of the degree of sincerity of
the inter-American poliey of the United States.” The letter struck a
responsive chord in a president who wanted to focus U8, foreign policy
more toward the Third World. In this sense the U.S. cornmitment Lo
a canal trealy had mcereased with the election of Carter, not so much
hecanse of any specific tactics on the part of Panuma, but beesuse of
the ideologieal views of the new administration (which then made those
tactics effective),

What would prove te be the final round of the talks began in
February 1977, A number of details had to he vesolved, including the
stabus of (1.8, military forces in the Canal Zone, the question of jurisdic-
tion over lands and waters, and technical questians pertuining to joint
administration and operation of the canal.” But the twe fundamental
tssues that remained to be worked out were the termination date of
the new treaty und the matter of access tu and defense of the cunal
after the new treuty was in force. U.8. negotiators were asking for
a twenty- to fifty-year pertad hefore termination of the treaty; the
Panamantans insisted that the treaty terminate, and control of the canal
puss to Panamu, by the year 2000,

The more eritical question was what rights, if any, the United States
would have to ensurc secess to and defense of the cunal after expira-
tion of the new treaty. Panama refused to grant the United Staies ex-
clustve rights to intervene once the new treaty had expired. Turrijos
proposed mstead thal guarantees of aveess and of canal neutrality be
vesled m the United Nutions. The Americans, however, maintuined
the position that, in the words of president Carter, “we would have
an assured capacity or capuhility” ta guarartee access tothe canal after
the new treaty’s expiration (The New York Times, Mar, 6, 1977).

The tough U.S, positkm on canai defense derived from two sowrees,
Carter knew that oppasition hy many senators to a new canal treaty
would be flerce. Without adequate guarantees that the United Stutes
wolldd play a paramount role in canal defense for the indefinite fulwe
it was unlikely a new treaty would be ratifted, Secretary of state
Vance warhed the Punaimaniats several times during the gpring that
the new treaty wonld have 1o be aceeplable to al least sixty-seven
Renators.
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The other source of the tough U.S. position was the intensifying
domestic pressure on Torrijos, which, us has already been mentioned,
was leading to a deteriuration in Panama's position. Internal opposk-
tion to Torrijos was coming from all sides: untons were angered over
recent wage freezes; student activists had lost faith in Torrijos’s revelu-
tionary fervor; and the business community, never a source of regime
support, had lost conlidence in lhe government’s ability 10 restore
growth to the staghant economy. Torrijos’s need for a new canal treaty
was greater than ever, not only heeause a new treaty waould end in-
vestors’ fears of political unrest but also because a new treaty would
inerease Panama’s cantal revenues substantially above the eurrent, $2.3
millian. Torrijus’s dternatives now were virtually nonexistenl—like
Robles before him, he needed 1 new treaty and he needed U.S. economic
aid. The balanec of power had unmistakably shifted in favor of the
United States.

What should each side do in the stalemate?
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I May 1977, Bunker zuggested a compromise solution to {the
defense rights problem. He mtroduced an understanding betwoen the
two parties, splitting {he issue and giving half to cuch party: Panama
was to he piven the task of defending Lhe canal [rom intevtial threats,
anel the United States the task of defending against external threats.
The Panamanians accepted this proposal, aithough it was mercly aface-
saving tevice, for in reality this was a major coneesston hy Tarrijos:
[t meant that the United States would effectively enjoy the permanent,
right to defend the canal. In relwn the United States agreed to
Papama’s preferred expiration date, December 31, 1999, Two touchy
issues were linked in a solution.

By Iate July the sole remaining issue was that of financial compen-
sation, Torrijos had saved this kasue fur last. Althongh Anancial eom-
pensation har played only a minor role in the early years of the nepotia-
tions, it increasingly hart hecome 4 erucial issue to the Panamanians,
all the more a0 in Hight of Lhelr large concessian an the defenze issue.

Wilh an agreement in sight and president Carter eager ta achieve
an early fureign policy success, Torrijos helieved that the time was ripe
to push for a large finaneial reward. The LS. offer was for o $50 million
lump sum; Torrijos demanded a $1 billion lump sum phus 2 $300 million
annuity for the life of the new treaty. The great disparity in pasitions
caused a lust-minute erisis in the negotistions. Sueh exlreme last-minute
demands, after an agreement seems imminent, are typieal of many
negoi tutions.

The financtal issue was not resobved until Carter, in a personal letter
to Torrijos, warned that further eonteessions by the United States would
seriousty threaten chances for Senate vatification. The United States did,
hiswever, agree to a substantial ircrease—amounting ta between $40
millien to §50 million a4 yvear—in Panama’s share af eanal tall rovenues.
In addition Carter promised $205 million in loans and guarantees over
the next five years and $50 million in military assistance uver the next
ten yeurs.

The two countries reached agreentent on a new canal treaty on
August 11, 1977, Key points can be summarized as follows:

* The United States could continne to operate and defend the eanal
uitl] midnight, December 31, 1999, Panaing, however, wus to assume
territorial jurisdiction tver the eanal 43 snon as the treaty was
ratified and legal jurisdiction dwing the ensuing three-year period.

o 7.5, citizens living and working in the Canul Zone would br able
Lo keep their Johs asleng as they wished. They would be replaced
by Panamamians anly when they quit or retired.
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» The Unied States would have primary respousibility to defend the
canal rom external threats until the year 2000 and the permanent
right ty guaraniee the canal’s neutrality. The United States would
provide Panama with the financial compensation discussed carlier.




Process
Leverage

anama had been dissatisflied with the 1903 (reaty virtually from

the beginning. Yet it took move than sixly years to initiate a

negotiation process with the United States Lo establish a new
cangl reginie. At the beginning of that process, in 1964, the United
States enjoyed unilateral control over canal operations, administration,
and defense, and effeclive, if not legal, sovercignly over the Canal Zone,
under a treaty that was to be in foree "in perpetuity.” Thirtcen years
later, Panama had pained the promise of unilateral control over admin-
istration and operatinn by the year 2000, shared control over defense,
recognition of Panamanian sovereignty in the Canal Zone, and a treaty
with an expiralion date.

What sources of leverage had the Panamanians developed between
1964 and 1977 that did not exist in the previous sixty years? How were
they able to use this leverage so effectively against a greally superior
power?

Michael Kozak, a princtpal member of the U.8. negoliuting team,
argues that Panama “had very litle to offer other than a lacl of trou-
ble” (quoted in Bendahmane and MeDonald, 31). But the ability to cause,
or threaten to eause, trouble proveill to be an important source of
leverage over the Uniled States. The 1964 riots broke the sixly-year-
old stalemale by demonstrating the degree to which Panama eould
tivsrapt the status quo of the 1908 treaty repime, The riots foreed the
United States Lo determine whether its most important objective was
contimued anilateral control over the eanal or continued secure opera-
tion of the canal. The message of the 1944 viols was that the twp vh-
Jeettves were mutually exclusive.

¥rom then on, Panamanian warnings and threats possessed eredibili-
ty, not only to the Americans but to the Panmmanians themselves, who
perhaps needed the 1964 riots to convince themselves thal their leverage
nver the United Stutes was greater than they had thought.

Over the next thirteen years, Panama’s ieaders, and pra,ud,lly Tor-
rijos, periodically used warnings and threats to enhanu, their issue

4
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power position. The warnings and threats were used al times when
it appeared the Uniled States was backtracking ov losing interest m
4 negotiated solutiun. Tarrijos’s threatening rhetoric in the autumn of
1971 followed Nixm’s earlier proposal of a formula that would have
undone, in Panamanian eyes, much of the progress the countries had
made. Similamdy, during the U.S, presidential campuign in 1976, Torrijos
again used threatening rhetorie to try Lo prevent the United States
from hardening its positinn.

Bul Torrijos skilltully walked a thin liner His threals were subtle
and seldom explicit; his warnings often were more akin to pleading. This
was wise behavior, given the considerably greater vverall power of the
United States. An attempt ta actualize a threat could have inereased
both the eommitment and the willingness of the Uniled States to exer-
eise: its potential ability ta control autevmes unilaterally, The use of warn-
ingrs and threats was indeed Panama's most effective source of leverage.

A number of U.S officials later revealed how scriously they
regarded the threat nf violence. Seeretary of defense Harold Brown,
testifying before Congress in 1978, asked:

What do we want? Do we want a situstion where we may have Lo
use loree over and aver and over again in order Lo presevve Lhe
aperability of the Canal or do we want a situation where the people
o{’ Punama see themselves ag corvectly having an important stake in
keeping the Canal operaiing?

General I.P, McAuliffe, eommander of U.S. forees m the Canal Zone,
testified before Cangress that defense of the cunal against & guerrilia
or terrorist threat supported by a hostile Panamanian populace and
government would require an open-caded eommitment of betwoeen
40,000 and 100,000 U.S. ground trovps.

The other major source of Punamanian leverage was the interna-
tional pressure resuting frpm Panama’s efforts at coalilion building.
The Kissinger-Taclc principles were signed within a year of the Security
Couneil meeting in Panama City; the link between the two events 1s
undeniable. In the ensuing years Torrijos used evslition building to
bolster Pavama's allernatives and commilment. His meetings with
Castro and other left-wing leaders, in particuiar, opened new alter-
nalives by demonstrating that Panama need not remain an ally of the
United States, His meetings with other Lutin American and Third
Whorld leaders bolstered Panama’s commitment by juimng to it the com-
mitment of other svipathetic states.

Whereas Panama used warnings and threats in desperation to stop
U8, backiracking aad revive waning U3, attention, it used coulition
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hulding when it needed Lo push the nepotiations forward. Thus, Panwma
tended to alternate between the two forms of leverape, depemding on
its peveeption of the state of the negoliation process,

Panama's leverage was most effective in determining the natuge
of the formula (the Kissinger-Tack accord), Formulas deal with prin-
tiplex, notions of justice, and a general definition of what the ouleome
should look Tike, The formula sets the houndaries within which the
details are to be negotiated. It is thus greatly affected by changes in
the balance of power, Formulas veflect the bulance of power—they
reflect cach side’s perception of the balance of alternatives, conunit-
ment, and control.

Details are negotiated within the lramework set out by the fornuia.
Details dead with guantifiable factors: sums of money, numhers of bases,
years of duration, and the lilee. Tn the exnal negotiations T8, leverage
wiis evidenced in the details stage. The United States dangled offers
of finaneial reward hefore the economically beleaguered Panamanians,
warned thal the number of protreaty votes in the Senate was dwindling,
and firmly demanded increased defense vights while Tormjos twisted
in the wind of impending economie eollapse. In effect, during the details
slage the United States was saying, “You've got vour formula, which
recognizes those principles and vights you have heen fighting for, but
now wo want to ensore that, within the bounds of that formuala, we
retain as much as nossihle of what we had before,” And this the Tnited
states did, It gave sovereignly but retained defense rights; it vetained
perpeluily while conceding the term; it promised financial remunery-
tion, while ensuring that the hulic of this came from canal tolls, not frem
the T3 Treasury.

The sowree of 1.8, leverage was simply the vast resources available
to the worlil's preeminent power. Nat only did these resources allow
the United States 1o take o hard-line position daring the negotiations
over details, bul they also gave the United States the advantage of
heing able to withstund long periods of stalemate. The canal was so
important to Panama—not only in eeonomic terms, bul also as 4 unifying
political issue—thal Panamanian leaders needed to keep the negotia-
tion process moving. The United Statos, In eontrast, could allow ils
dliention to wane. It is not swrprising, thevefore, that it was Panama
that consistently toolc the initiative, from the 1964 riots to Torpijos’s
eleventh-hour demand for large financial rewards.




~_Contextual Factors__

he majority of Panamanians disliked the original canal treaty
from the time it was signed in 1903, but anly in 1964 did they
begin aetively 1o push for & new treaty. This fact underscores
the eritical rele that contextual [actors played as a source of leverage.

Na event in inturnational relations can be analyzed in isolation from
its histerical context. The 1964 rivts ocearred in an ern of worldwide
decolomization and the U.S. ¢ivil vights movement. Had the riots ocanred
in earlier decades, when U8, military intervention in Latin America
was the nnrm, they probably would have been gaickly squeiched. They
certainly would not have luanched a negatiation procoss,

The Kissinger-Tack formula was negotiated within the conlext of
post-Vietnam U8, foreign poliey, the sudden and dramatie appearance
of powerfut Third World producer cartels, and an casing in East-West
tensions. This milicy made Panama’s leverage—particularly coulition
building—all the more effective in weakening the 1.8, commitment and
bolstering Panama's, Torrijos clearly understood the significance of
historieal context and used it to Panama’s advantage throughoeul the
negotiations.

The details phase, in contragt, took place in the cantext of o nascent
resurgence of o hard line ULS. foreipm policy. Although president Carter
looked favarably upon a new treaty, many members of Congress were
determined Lo blocle gn apreement. A U3, participant, in the negotiations
deseribed how the context had begun to change by 1977: “The treaties
alipped through a window of time when cold war views were coming
hack. ... [The treaties] went in with just barely a moment 1o spare. You
eauldn’t have done it & year later” {from an interview with author).

If it is trae that peaple make history, an important aspect of con-
text is the personality factor. Until Torrjoes came to power, Panuma
sulfered from interpal political uneertainties and a lack of consensus.
Under Torrijos’s essentially one-man rule Panaina guined a new sense
of assertiveness and unity of purpose. Moreover, Toyrijos was a remark.-
shly effective Lactician.

L
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Al the sume time, the United Stales experienced the tranma of
military defeal, the resigmation of a prestdent, and a heated politieal
campalgi. It was nol until Jimmy Carter’s election brought a brief
period of political Lranyuility that the UnHed States cauld inove for-
ward tn what had been stalemated negotiations. To Panamy's advan-
tagre, Carler brought to this tranguility « more liberal foreign palicy.




~ Lessons__

he prineipal lessons of the Panama Canal negotiations are lessons

of asymmietry —that is, how is negotiation behavior affected when

there iz a wide discrepaney in power between the twa actors?
These are important lessons, for as Oran Young writes:

H sewms reasonalile to assume on o prived grounds that perfectly sym-
melrteal bargaining will seldom ucenr in the real world, if anly hecause
Lhe resourves and personal attributes of the players are unlikely to
be idenlica], Stuations that aqgﬁ;rnximatu perfeetly asynumelrical
Fargaining . . ure probably more hkely to oceur in reality. (Yuuye, 307)

The first lesson is that, despite the unfavorable power asyimmetry,
weak vetors do have leverage. As was noted earlier, negotiation power
derives in lurge part from the actors’ alternatives, level of commitment,
and degree of control over putcomes. An asymmetry i any one of these
elerments ean compensate for an overall power asymmetry, For the weak
actor the implieation is don't give up or assume thal you have no
leverage. For Lhe strong actor the implication s don’t assume victory—
and don't be syrprised when the weak actor evidenees leverage over
your behavior. Jimmy Carter was aecused of “giving away the Puaina
Canal.” In fuct, Carter's administration (and the twa Republiean admin-
istrations before his) was negotiating with a weak state thal never-
theless had considerable leverage over U.S. palicy,

One of the nwst important sources of this weak state’s leverage s
its commitiment, which usually is greater than the strong state’s. Greater
commitment translates into greater attention, greater inlernal cohesion,
and greater willingness Lo make sacrifices. Another lesson for the weak
state, therefore, is thut its leadership should maintain and strengthen
its commitment. Tactics that rally the domestic constituency wre par-
tieakuly effective, and Torrijos was a master at this, Coalition-buoilding
taetics wlso bolster commitment, iy combining with ove’s commitment
the commitment of sympathetic allics. The clearest example of this
the canal negotiations was the Seewrity Council meeting i Panama Chly.
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The greater commitment of the weuk slale will allow it Lo pursue
Lactics that would lack eredibility il they were based solely on averall
power. For exampte, the weak state may wish to provoke peiriodic arises
Oran Young describes why enusing orises is g usefnl taetic for weak states:

Bocause erises are relalively shorl, coercve, danperous, und charact-
erized by uncerlabily, the importanee of superwr will and resoive
tends Lo rise sipnifieantly in comparison with thal of possessing
superio? capabilities in any physical sonse, (Young, 175-T0)

Crises ave especially effective eurly in the negotialions, becuuse
they color the way the conflict ts perceived and defined. The 1964 riots
in Panama affected U.S. perceptions of the canal conflict for Lhe next
thirteen yeurs. Crises may also prove useful later in the negotiution
process as A means of keeping the strong state from badd raddang, of
resiating threats of coercion, and of ensuring Lhal the issue does not
«rift too far off the strong stute’s ugenda. In addition, eriscs cun hring
about a favorahte chuange in the balance of power by glving the poreep-
tion that the wenlk state's conlrgl hus increased,

There is a caveat, however: Causing a crisis is nol a visk-froe lactic.
A erisis may provoke the strong state into respomling coevcively, which
could bring the negotiations to a quick end. Furthermore, negotiations
artsing from a crisis may lend to focus an terminating the immediate
confromtation rather thi on resolving underlying problems (Young, 285).
This was the dilermma Panama faced in the immediate altermath of the
1964 riota: The Johnson administration pluced priovily on normalizing
U.5.Pavamanian relations and not on addressing the soverelmty issue,
Thus, the tactic of causing erises should be used with caution. The wenk
state must know just how far if can push the strong stale and must muke
sure thut the easuing negotliations foeus on the real issues.

The weak state’s likely advantape in commitment offers lessons
for the strong state as well. Specifically, the strong state should not
underestimate the power of the weak state’s commitiment. Inn 1967 Lhe
United States took advantage of o weak Panamanian government Lo
push through a frealy that proved inherently unuaceepiable to Lhe
Punamanian neople, who remained committed 1o the goal of alluining
sovervignty over the eanal. As g rvesult the negotiations returned to
square one after a political shake-up in Pahama,

The strang state may even want to adopl Lacties Lo weaken the
opponent’s commitment. For example, the strong stule might concede
carly on Issues of principle and justice,

Conceding om these ssues will weaken the ecommitment of the weak
state und hinder ils ability to form coalitions (which ofien sre based on
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shared principles). It was easy for Torrijes to arouse the Panamanian
people over the question of sovervignty. But onee the United States
acknowledped Panamanian sovercipnty, it becamy harder tor Twryjjos
to rally Panamanians around the mwe teehnical questivas of defense
rightg and treaty duration. Moreover, these concessions often will be
largrely symbolie. Yet they are eoncessions nonetheless, and nepotiation
norms would call on the wealt state to respond with concessins of its own,

If the stronp state concedes on symbolic points, usaally embodied
in the formula, it 8 in a better position to make toogh demands on the
details. This is whal the Unbled Staes did in the ecanal nepotiations:
After granting Punama the sovervetpnly issue in the Kissinger-Tack {or-
mula, the United States fonght for, and won, significant concessions
from Panama on defense vights.

(zetting tough on details makes sense fnr annther reason as well,
The strong atate, hy definition, has greater nverall power resnurces.
These resources allow for such Lactics as side payments, rewards, aid
threats to withhold earlier concessions—all of which are more hkely
to be effective in the nepotiations over details.

Finally, the Panama Canal negotiations offer important lessons of
timing and contexl, We already have noted the tmportant inflluence
that svstemie and eontextual factors have over the negntintion process.
Both partieipants should be aware of these factors and use them to
their utmost advantage, Understanding the context will help negatintors
detetmine the righl momeit for pursuing a particular tactic, whether
it be causing a yrisis, making a demand, or offerting a coneessinin. The
context will also help them determine what their range of lagilics is.
For example, i1 the global contexi of the early and mid-1870s, coercini
wags 1ot a tactie the United States could eonsider using against Panama.

Learning to exploit eontextual and svstemic tactors i= ospecially
eritical for the wealo state, bevause sueh factors often serve as con-
stramts on the stromg state’s behavior, Riding faverable mstorieal waves
bolsters the weak state’s commitment, enhances s persaasive ability,
and facilitatos tactics such as coalition building. The tactical hehavior
of Panama’s Tortijos, who had an unmeanny abitity to exploit enntextual
changes, should serve as a guide for all wealt states.

Wi, Mark Habeeh vecelved his PhIk from SATS in Nevember [H8G andd
s now director of pragrams and vesearch at the Middle East Institute.

1. Willicm Zartman is professor of international politics and direetar
of African studies at SATS.




Teaching Guide

ABSTRACT

his case deseribes the negotiations between the United States

and the Republic of Panama over the status of the Panama

Canal. It begins with the January 1964 viots in the Canal Zone
and ends with the signing of a new treaty in 1977. The case 1s essen-
tially a study of how and why the 1903 trealy regime broke down and
what issues ithe Lwo parties confronter] in negotiating a new treaty
regime. Tt focuses on seversl eritieal points in the thirteen-year-long
negotiation process: the impact of the 1964 riots on U.3. diagnosis of
the prablem; the failed treaties of 1967; the Torvijos regime’s strate-
£V to venew the negotintion process; the inportant turning point sym-
holized by the Kissinger-Tack accorda of 1974; and the final round of
negotiations over details. Throughout, the analytical emphasis is on
the sources of cach side’s power and leverage over the opponent and
the taetics cach side pursucs,

TEACHING OBJECTIVES

The cage is particularly vzeful for courses on international negotia-
tion and bargaining for several reasons. First, the negotiations had a
clear heginning (president Johnson’s agreement to commence talks in
1964) and a elear ending (the 1977 treaty) Many other cases are not
a0 heat. Arms eontrol negntiations, for example, are in reality i serites
of intertm agreements, each of which reflects previous agreements and
attempts to carry on where the last one left off. By contrast, students
should find the canal negotiations o move manageable case to study.

Seceond, the canal negotiations closely follow and illustrate the
diagnosis-formula-detall framework of the negotiatiom process developed
by Zurtman and Berman in The Practical Negotiaior, It would thus
he particularky useful in courses that use Lheir text.

o
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Third, the case directly addresses the role of power in negotiation.
Many case studies, and even many theories of hegotiation, ignore this
most eritical of political science eoncepts, The implicit assumption of
Lhis study is that negotiation outcomes are 4 function of relative power.
Beeauge of this emphasis, the case also may be uselully employed in
courses on power in the contemporary international systein. In this
capacily, it would be best comnbined with the works of inlernational
theorists such as Stanley Hoffmann, Roberl Keohane, and Joseph Nye.

Finally, this case deseribes negotiation between a strong state and
a weak state (as defined by overall structural power). Although most
international negotiations are between agymmetiical actors, there are
few case studies devoled Lo the dynamics of asymmetry. This case
Lherefore helps to fill a large void. Teachers should consider using this
case study in combination with the few other studies of asymmetrical
negotiation, such as Jeffrey Hart's, The Anglo-Teelandic Cod War of
1972-1973 andd 1. William Zartman’s The Palitics of Trade Negottatinns
Between Africe and the Eurvopean Eeonowmic Conununity.

CLASS PLAN

This case can easily be divided into five distinet thme perieds:
(1) from the outbreak of the Jamary 1964 viots to the Johnson ad-
ministration’s decision to negotiate for a now treaty; (2) the 1965-67
roun] of talks leading to the 1967 draft treaties; (3} the unsuccessful
1971-T3 round ad resolting stalemate; (4) from the UN Sceeurity Couneil
meeting (early 1973) through the renewed stalemate caused by 118,
presidential polities; and (5) the Carter administration negoliations over
details leading to the 1977 accord.

The [veus of diseusston within each of the five time periods should be
Lhe interplay of three elemenls: the negotiation proeess, the power o
feveruge cuch side pussesses over the opponent, and the tectics cach side
uses Lo lranslate its leverage mlo desived outcomes. Students should par-
tieidarly examine the relationship between these elemeits and negotiation
stalernales, erises, and turning points. For example, in the Johnson round
{perid 2) i 1s important to bring ot the difference between an agreed
formataand a resolving formula. In the 1971-73 round of talks (period 3}
emphasis should be placed on how the Nixon administration’s {lawed
perceplion of ULS. leverage over Panwina led to stalemate. Diseussion
of period 4 ghould center on the Laclivs Panama employed Lo break the
stalernate, the changing U.S. perceplions of Panama’s leverage, and the
importance of the Kissinger-Tack agreemoent to Lhe negotiation process.
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Here are a few questions that may serve as the basis of discussion
for each time period, Nole that these, ar any other questions, should
he nsed to promote reflection and diseussion; they do nol necessarily
have defimtive answers:

Period 1

1. Why did the 1964 riots hreak the sixly-year-old stalemate? Why did
{hey not hackfire?

2. Would a similar culbecak ton, fifteen, or twenly years carlier have
led ta negotiations?

3. What is the nature of the leverage the riots gave Panama?

Periad 2

1. Thiel the 1967 draft treatios veflect o new regime, or were Panamanian
eritics eorrect in hranding them o mere update of the 1908 reghme?

2. How does one determine whether a formula has established a new
regime?

3. What changes might have made the 1967 drafl treaties a successtul
formula?

Period 3

1. What caused the relurn to stalemate?

2. Why did U.S. diagnosis of the problem change belween 1967 and
19717

3. Why wure Panamu's tacties effective al ending Lhe stalemate?

A. What does the sueeess of these taelies reveal about Lhe underlying
halance af power?

Period 4

1. Why did the Security Couneil meeting in Panama have such a
dramatic effect on U.B. diugnosis of the problem?

2. Comypare the Kissinger-Tack formuia with the 1967 formula. Discuss
how and why the balance of power had changed between 1967 and
1974.

3. Discuss the influence ol two intervening contextual factors: America’s
past-Vietnam global retreal and the 1976 prestdential campaign.
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Period 3

I. How did the implementation of details “fit” into tho formula?

2. Did any of the selutions reached on details confliet with or contradict
any of the prineiples in the formula? Tf so, why did the negotiations
hot break down?

3. Where was the “erest” in the canal negotiations: the Kissinger-Tack
accords? President Carter’s public commitment Lo purste negotia-
tions? the agreement on defense rights worked out in the spring of
19777 Carter’s finul communtication with Torrijos over econoniie
torms?

Finally, hecause the Panama Canal negotiations wore o major
political issee in the late 1970s and recetved extensive press attention,
many students may have an opinion about the negotiation outeome prior
to studymg the case. It thus might be interesting to poll students before
they read the case, asking: Who "won’’ the nepotiations? Did Jimmy
Carter give away the canal? Would Ronald Reagan have negoliated
a new treaty? After thev have read and discussed Lhe caze, ask them
0 TOIRRCRE thL?]-T' ANSEWWES,
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