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SUBJECT: Study of US blatlonal Interests in the Panma Canal (U) - 
ACTION HEMORANDUH 

(u) In June of t h i s  year, Hr. Henry Koren, Deputy Under Secretary of 
the Army, proposed t o  S e c k f  t h a t  the Under Secrerarlcs Camnfttee (USC) 
conduct a study of  t.he mi 1 l t a r y ,  economic, and forefgn pol icy interests 
In the Panama Canal (Tab I3 ro the mermo for h p ~ e c D e f f .  Secretary 
Glements forwarded a rbquast to the Secretary of State on 19 July 1973 
(Tab C ta the memo for DepSecDef). Included 7n the letter was a paren- 
thetical statement that the size, location, and mission o f  USSWTHCOM 
would not be analyzed because they were not d #  rect l y  re1 atcd to the 
purpose of t h e  study. 

d In a reply dated 1 August (Tab 0)  , Secretary Rusk carcurred i n  
the undertaking of the study by the USG efrer the scope, t e r m  of 
reference and funding source are agrsed upon by the Inter-Agency 
Group L a t i n  Amerfca. He added, however, that he felt that  SWTHCOM45 
presence tn Panama i s  a factor t o  be assessed in  determtnfng the overal l  
m i l  i t a r y  value OF the Canal to the Unlted States. 

( d The attached response t o  Mr. Rusk indicates WD1s dfssgreemenr 
w i t h  the inc'tuslon of an assessment af USSOUTHCQH 'In the proposed s t u d y ,  
because tha t  ISSW f s a1 ready being examined On the on-going study of 
the desl rabll lry o f  the Command's relwatlon associated with the Report 
to t h e  President an the status of Panama Ganal t rea ty  negatlatlans. 
Inclusion o f  khe subject o f  SOWHCW would simply cloud the central 
fssuer of the study and cause S t a t e  and DO0 to expend thefr tlme and 
energies on this sensltlve questiwr, on which they have a beslc dl%- 
agreement, t o  the det fhtmt  of the prfncfpel qwcstians to  be addressed. 

P In taktng th is  stand, you shrruld be aware. that Secretary Gtements 
1 as a member of  the Blue Rtbbon Panel whf ch recamnended disestabl l s b n t  

Since the President's 1971 d e ~ f  sian regarding dlsestabl f s h m t ,  
taken a new tack and i s  now pushing for  relocation of  
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USSOU WCOM; howeue r , wherever poss l b t e, they has ten to reintroduce 
disestablishment. For the past two years, oAsD(ISA) has taken the 
posit ion that a unified tomand headquarters s h o u l d  be retained i n  
Panama for the f a ~ l o n ~ n g  reasons: 

- Nothing has changed since the Prcrldant's decistan against 
SOUTHCOM's disestabl f shment. It m t t n u e s  to  meet our 
requirements and supports our m i l  itary-political interests 
effectively i n  an area of enduring strategic impartonce t o  
the US. 

- SOUfHFOH1s primary misripn i s  defense of the Canal, not t h e  
other functions i t  also executes. l t 5  presence i n  Panama 
provides the opportunfty for a senior cmandar to assess 
carefully the exlsttng volatile s i  tuatien; to make credible 
recammendatfans to  the Secretary o f  Defense in a crisis 
situat ion;  and to apply farce in  a measured and reasoned 
manner when required. I t  permits efficient augmentation 
by mu1 t iservice defense forces and wntrol of m i  1 f tary 
theater operations should such be required ta defend the 
Canal, SOUTHCOM's presence I n  Panama, d I  rect l y  subordinate 
to the JCS, announces the seriousness with which we view 
Canal security; conversely, its movement or organizational 
subordination could signal a lessening interest in  the 
Canal I s  security.  

- The presence of SOUTHCOM i n  the Canal Zane i s  an imporrant 
bargaining element i n  our neqotiatfons with the Panmarrians, 
Consequently, i f  the Headquarters i s  to be transferred else- 
where, such act  ion shoul d reflect Panaman1 an reeogn i r ion of 
our defense requirements in; Panama. As Panama has achleved 
i t s  initial Iy s t a t e d  objectives, i t  has progressively moved 
to others that  csnf I ic t  wich pos i t ions  we h o l d  essmrial ra 
our security. Precipitate actlons could assts t  Panamanian 
demands for reduction i n  the US m i  1 ltary presence in the 
Canal Zone and could s i g n a l  eventual slimfnatton of US uni- 
la tera l  defense rights. 000 has steadfastly rertsted t h e  
s l  ighrest s t e p  to derogate the capabi l lty and Intent of US 
Farces and c m e r c e .  Any action a t  t h i s  tlme which Intimates 
any lesser Intent than what has been malntalned thus f a t  
could be harmful to our position. 

(U] Based on the  above, i t  i s  recmended  t h a t  you 5 l;gn end forward 
the attached memorandum to the Deputy Secretary o f  Defense, 

Nejor General, USA 
D l  ractor 
Inter-American Region 


