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Costs of the Panama T reaty
The bills are starting to come in for the Panama Treaty 

ratified by the Senate a year ago this month. They show that 
the American custom of “ buy now, pay later”  has been con-
verted into “ give away now, pay later.”

These bills indicate that it will cost every American 
family of four at least $472 to give away our $20 billion 
Canal and Canal Zone property. Congressman George Han-
sen, who believes that charity begins at home, has compiled 
some comparative figures to show the scandalous expense of 
the Panama treaties.

The transfer costs alone could, for example, pay nearly 
all the federal gasoline taxes (4c per gallon) paid by Ameri-
cans in an entire year. Or they could pay off all the outstand-
ing loans of New York City. Or they could pay most of a 
year’s hospital and medical care for American veterans.

Here is the Panama Treaty price tag: (1) for out-of- 
pocket Panama Canal transfer costs, $4 billion; (2) for 
Panama Treaty contingency costs, $2 billion; (3) for Panama 
Canal property to be transferred, $20 billion; (4) for Panama 
Treaty costs after the year 2000, $200 million per year.

Let’s recall some o f the many promises made a year ago 
by the President who said he would never tell a lie, and by 
his Administration. On October 22, 1977, President Carter 
said in Denver: “ We are not taking any taxpayers’ money to 
pay the Panamanians.”  On February 1, 1978, he repeated: 
“ Are we paying Panama to take the Canal? We are not. 
Under the new treaty, any payments to Panama will come 
from tolls paid by ships which use the Canal.”

The Transfer Costs Alone

Here is how the Administration is now asking the U.S. 
taxpayers to pay at least $4 billion in transfer costs. The cost 
o f dismantling military bases and bonus pension benefits 
will be at least $399,000,000. The early retirement and 
double-decker annuity benefits for thousands o f U.S. 
employees working the Canal Zone will be approximately 
double what other federal employees receive from the U.S. 
government workers’ pension fund. These costly sweeteners 
were written into Article 8, Sections 3 and 4, of the U.S.- 
Panama Treaty in order to silence the Canal employees’ ob-
jections to the Treaty and to forestall their coming back to 
the United States to tell the truth about why our operation of 
our Canal should not be surrendered.

The termination o f the $20-million-a-year interest pay-
ments now being made by the Canal to the U.S. Treasury 
will cost the U.S. taxpayers $400,000,000 over the next 20 
years.

The liability to the U.S. taxpayers over 20 years in pay-
ments guaranteed to Panama is estim ated to be

$724,000,000. The Canal toll increase is anticipated to be a 
(mostly U.S.) consumer expense; but since it is guaranteed 
for 20 years by the U.S. taxpayers, it could cost us an addi-
tional $744,000,000.

The expense to the U.S. taxpayers for replacing Navy 
equipment being given to Panama will be $150,000,000 ac-
cording to House committee hearings. The transfer of U.S. 
tax-paid equipment to Panama last October has already cost 
$5,000,000.

The Canal construction costs which will remain unpaid 
to the U.S. Treasury amount to $319,000,000. The loss to the 
U.S. Treasury o f untransferred surplus cash now in the 
Canal operating fund will be $70,000,000.

The estimated dollar cost to U.S. taxpayers for 20 years 
in annual military appropriations for services now provided 
by the Panama Canal Co. is estimated to be at least $65 
million a year, making a 20-year cost of $1,300,000,000, ac-
cording to House committee hearings.

The Panama Treaty contingency costs of an additional 
$2 billion include the $100 million in annual U.S. foreign 
aid to Panama, plus Panama’s demands to tax 180 American 
businesses in the Canal Zone as far back as 1903 and that we 
restore Coco Solo Naval Base and France Field (unused for 
the last 20 years) to their original condition.

All these costs are in addition to the $20 billion esti-
mated replacement value of the Canal and related property, 
and the estimated annual costs of renting military bases from 
Panama after the year 2000 in order to defend the Canal.

The U.S.-Panama Treaty was ratified by our Senate in 
April 1978 over the opposition of the overwhelming majority 
of Americans. Six of the Senators who voted for the Treaty 
were defeated in the November election, and seven others 
who voted for the Treaty did not seek reelection.

As the ratification o f the Treaty fades into history, it 
becomes more and more evident that it was essentially a 
bailout o f the big New York and international banks (such as 
David Rockefeller’s Chase Manhattan) which had loaned 
some $2 billion to the bankrupt government of Panama. 
Those loans were uncollectible until a way was devised to 
funnel U.S. taxpayers’ money into Panama. That’s what the 
Treaty does by allowing Panama to collect the tolls and raise 
the rates on ships going through the Canal. In addition, the 
American taxpayers are now being asked to pay billions in 
transfer costs that were concealed at the time o f the Treaty 
ratification.

Your Congressman can stop this costly betrayal o f  the 
American taxpayer by co-sponsoring Congressman George 
Hansen’s bill called the “ Taxpayer Relief Amendments to 
Panama Treaty Legislation.”



Itemized Price Tag No. 2—Panama Treaty 
contingency costs

Itemized Price Tag No. 1—Panama Canal 
Treaty Transfer Costs (President’s Proposal)

Interest payment to U.S. Treasury discon-
tinued at $20 mil/year (GAO testimony—2-26- 
79), $ 4 0 0 , 0 0 0 , 0 0 0 .

Deficit 20 year liability projected to U.S. tax-
payers using 1978 treaty-adjusted tolls at $36.2 
mil. (Canal Co. letter—1-16-79), $ 7 2 4 , 0 0 0 , 0 0 0 .  
($35.6 mil. loss projected based on 1977 ton-
nage.)

Expenses to U.S. taxpayers for transfer costs of 
Canal and Zone. (GAO testimony—2-26-79), 
$ 3 9 9 , 0 0 0 , 0 0 0 .

Toll Increase—A U.S. taxpayer expense if not 
taken as a consumer expense—guaranteed for 20 
years by U.S. taxpayers. (Canal Co. letter—1- 
16-70 and GAO testimony—2-26-79),
$ 7 4 4 , 0 0 0 , 0 0 0 .  (Based on 1978 Canal figures of 
$37.2 million.) (1977 equals $36.5 mil.)

Expense to U.S. taxpayer for replacing Navy 
equipment being given to Panama, 
$ 1 5 0 , 0 0 0 , 0 0 0 .  (House Committee Hearings— 
2-24-79.)

Canal Construction costs which will remain 
unpaid to U.S. Treasury, $ 3 1 9 , 0 0 0 , 0 0 0 .  (GAO 
testimony—2-26-79.)

Loss to U.S. Treasury of untransferred surplus 
cash now in Canal operating fund, $ 7 0 , 0 0 0 , 0 0 0 .  
(GAO Testimony—2-26-79).

Estimated $65 (and perhaps $70) million dol-
lar costs to U.S. taxpayers for 20 years in annual 
military appropriations for services now pro-
vided by Panama Canal Co., $ 1 , 3 0 0 , 0 0 0 , 0 0 0 .  
(House Committee Hearings—2-24-79.)

FAA transfer o f U.S. tax-paid equipment to 
Panama effective 10-1-79 $ 5 , 0 0 0 , 0 0 0 .  (FAA 
News Release—January ’79).

T o t a l c ost  t o  t a x p a y e rs  f o r  t r a n s f e r :
$ 4 , 1 1 1 , 0 0 0 , 0 0 0

NOTE.—Many additional expenses could 
have been included; all figures use the most 
conservative estimates.—Does not include mill-
ions for inflation; guarantees of payments to 
Panama, or to the Commission for unforeseen 
deficits, added costs for eventual disruption of 
jungle warfare school; and many other items.

Total transfer costs to the U.S. taxpayer $4.1 
billion.

$ 1 0 0  m i l l i o n  d o l l a rs a n n u a l  U.S. foreign aid 
to Panama including economic and military as-
sistance and loans and guarantees. (1978 Con-
gressional Action.)

P a n a m a  d e m a n d s “ right to tax American 
businesses doing business in the Canal Zone 
going back to 1903. There are 180 American 
businesses in the Zone and retroactive taxation 
. . . would put half of them out of business.” 
(House Committee Hearings— 2-24-79.)

P a n a m a  s a y s " t h e  U .S .  m ust  r es t o r e  Coco 
Solo Naval Base” and France Field, “ unused 
for more than 20 years, to” their “original state 
before”  they are “ turned over to Panama on 
October 1.”  (House Committee Hearings—2- 
24-79.)

C h u r c h e s on property turned over to the 
government of Panama will probably have to 
be repurchased by members of the congrega-
tion. (House Committee Hearings—2-24-79.)

These are typical o f additional prices to be 
paid for the privilege o f giving away the 
Panama Canal.

Itemized Price Tag No. 3.— Panama Canal 
property to be transferred

A $20 billion dollar estimate o f the replace-
ment value of property to be transferred was 
not disputed by GAO (House Committee 
Hearings—2-26-79).

For land 50 miles by 10 miles.

For Canal with locks, dams, watershed, lakes 
and channels.

For huge intercontinental highway bridge.

For oil tank farms, marine terminals, dry- 
docks, military installations, commercial and 
residential facilities.

For transcontinental railroad.

NOTE.—For comparison, U.S. Natural Gas 
pipeline across Canada now considered to cost 
$12 billion. The replacement of the Interocean 
Canal would be similarly huge.



Itemized Price Tag No. 4—Panama treaty 
costs after year 2000

Military bases in Spain now cost some $700 
million per year—how much will our con-
tinued Air, Land and Sea presence cost U.S. 
taxpayers to rent facilities no longer owned by 
us to fulfill Panama Treaty commitments?

Maybe the price would be a low $200 mill-
ion, or $700 million like Spain or more with 
inflation sending costs skyrocketing.

And there are other costs at year 2000— 
realignment of military reprogramming of spe-
cial functions such as jungle warfare training 
facility and etc.

Can the Canal Giveaway Be Stopped?

Can the House o f Representatives undo what 
the Senate has done by refusing to appropriate 
funds for the Canal transfer, and by refusing to 
agree to the giveaway of U.S. territory and prop-
erty? Yes! Read the U.S. Constitution for your-
self. The following provisions have been part of 
our Constitution since 1789. Panama and the rest 
o f the world should know that no agreement with 
us is final unless and until it complies with our 
Constitution.

A r t i c l e  1 ,  S e c t i o n  7 :  “ All bills for rais-
ing revenue shall originate in the House 
o f Representatives.”

A r t i c l e  4 ,  S e c t i o n  3 :  “ The Congress 
shall have power to dispose o f and make 
all needful rules and regulations respect-
ing the territory or other property belong-
ing to the United States.”

Congressman George Hansen (R.-Idaho) has 
introduced H.R. 1958 called the “ Taxpayer Relief 
Amendments to Panama Treaty Legislation”  
which prevents the irresponsible and illegal 
transfer o f U.S. property and assets, and prohibits 
any use o f U.S. taxpayers’ money to implement 
the Panama Treaty. The “ Congress”  consists o f 
two branches, the Senate and the House; and it is 
unconstitutional for the Administration to give 
away $20 billion worth o f U.S. property, and pay 
Panama at least $4 billion to take it, without the 
approval o f the House.

Presidential Promises Against 
Taxpayer Costs for Panama Treaty

The U.S. Senate in April 1978 by the narrow margin of 
two votes ratified the Treaty to give away the U.S. Canal at 
Panama -- based on high-level promises that there would be 
no cost to the U.S. taxpayers. Now we find that it will cost 
more than $4 billion just to give away the Canal! The chic-
kens hatched in the Panama Treaty are now coming home to 
roost in the pocketbooks o f the U.S. Taxpayers. The Ad-
ministration’s promise that the Treaty would not cost the 
American people is now exposed as the falsehood it always 
was.

President Carter emphatically and for months stated that 
the Panama Canal treaties would not cost the American tax-
payer a single dollar. Numerous Administration officials 
made similar statements before the Congressional Commit-
tees during Senate consideration o f the treaties (Panama 
Canal Treaties U.S. Senate Debate 1977-78, Subcommittee 
on Separation o f Powers, Senate Judiciary Committee, 
January 12, 1977-February 24, 1978).

President Carter on October 22, 1977, Denver, Colorado 
Briefing on the Panama Canal Treaties— “ I would like to add 
one other thing. We are not taking any taxpayers’ money to 
pay the Panamanians. There will be a sharing of income of 
the canal use fees.”

Mr. Solomon, Undersecretary of State for Monetary Af-
fairs (p. 300)—“ My understanding is that these payments rep-
resent Panama’s share o f the benefits from operation o f the 
Canal; they will be paid out of Canal revenues and not out of 
U.S. tax revenues.”

Mr. Warren Christopher, Deputy Secretary of State, (p. 
739)—“ We insisted during the negotiations that payments to 
Panama for its contribution to the Canal enterprise be drawn 
from the Canal’s earnings, but the treaties will not require 
any appropriations from the American taxpayer.”

Senator Frank Church, Chairman of the Senate Foreign 
Relations Committee, (p. 1477)—“ All the studies relating to 
the costs of operating the Panama Canal and to the possibility 
of increasing Canal tolls indicate that revenues will meet ex-
penditures, including the payments to be made to Panama 
under the new treaties.”

Senator Paul Sarbanes, Floor Manager of the Panama 
Canal treaties (p. 1491)—“ What the President said in his 
statement to the people was that under the new treaty any 
payments to Panama will come from tolls paid by ships which 
use the Canal.”

Mr. Goldwater. “ That is wrong.”
Mr. Sarbanes. “ I think that it is an accurate statement.”
Mr. Goldwater. “ It is not accurate.”
Mr. Sarbanes. “ Any payment to Panama will come from 

tolls paid by ships which use the Canal.”

President Carter, national T.V., February 1, 1978, “ Are 
we paying Panama to take the Canal? We are not. Under the 
new treaty, any payments to Panama will come from tolls 
paid by ships which use the Canal.”

Mr. Cyrus Vance, Secretary of State (p. 1845)— “ The 
treaties require no new appropriations, nor do they add to the 
burden of the American taxpayer.”

President Carter, T.V. interview with Barbara Walters, 
December 28, 1977—“ We wanted a treaty that did not put a 
financial burden on the American taxpayer, and we got it.”
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IN THE HOUSE OF REPRESENTATIVES
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Mr. Hansen introduced the following bill; which was referred jointly to the Committee on 
Merchant Marine and Fisheries and Foreign Affairs.

A BILL
To protect the interests and express wishes of the taxpayers of the United States as espoused by the United States 
Senate in its ratification o f the Panama Canal Treaty of 1977; to insure domestic harmony; to assist the United 
States Treasury in providing for a balanced Federal budget; to require that all funds used to implement the 
Panama Canal Treaty of 1977 be expended only with the express consent of the Congress o f the United States; and 
to require that no territory or other property o f the United States in the Panama Canal Zone be transferred to the 
Republic o f Panama unless the Congress hereafter enacts legislation which expressly authorizes such transfer.

Be it enacted by the Senate and House o f  Representa-
tives o f  the United States o f  America in Congress assem-
b led ,
That this Act may be referred to as the “ Taxpayer Relief 
Amendments to Panama Treaty Legislation” .

I. All previous and future expenses incurred by the Un-
ited States to implement the Panama Canal Treaties o f 1977 
shall be treated as an expense of the Panama Canal Com-
mission. The Commission shall make full reimbursement to 
the United States Treasury for all such expenses incurred.

II. No payments or any amount thereof to the Republic 
of Panama by the United States as guaranteed by article 
XIII, paragraph 4, sections (a) through (c) and article III, 
paragraph 5 o f the Panama Canal Treaty of 1977 will be paid 
out o f the general or any other revenues of the United States 
Treasury.

III. No payments shall be made to the Republic of 
Panama or the Panama Canal Commission except from the 
separate account created in section VI of this Act. No gen-
eral or any other revenues o f the United States may be de-
posited in said account.

IV. The present cash assets of the Panama Canal Com-
pany will be immediately paid to the United States Treasury 
and applied to the Canal Company’s outstanding debt to the 
people o f the United States.

V. The Panama Canal Commission is hereby directed to 
continue paying off its outstanding debt to the United States 
Treasury on an annual basis, the last payment to be made by 
December 1999. Such payments shall be included as an 
operating cost of the Panama Canal Commission.

VI. Section 203: Subsection (g) of section 62 of title 2 of 
the Panama Canal Code is amended to read as follows:

“ (g) The Panama Canal Commission shall pay all canal 
operating revenues into a separate account in the Treasury 
of the United States and shall, only when expressly au-
thorized by Act o f Congress on an annual basis, pay to the 
Republic o f Panama those payments required under Parag-
raph 4 of article XIII of the Panama Canal Treaty o f 1977.” .

VII. New Section 214: The General Accounting Office 
shall monitor all costs incurred by the Panama Canal Com-
mission. It shall determine the reasonable costs that would 
have been incurred by the commission had it continued to 
operate as the Panama Canal Company under United States 
direction. The General Accounting Office shall determine 
the difference in cost to the American taxpayer between an-
nual payments to Panama under this legislation and those 
annual payments that would have been incurred under the 
previously existing system of operation and report on such 
differences to the Congress not later than thirty days after 
the end of each fiscal year. Such costs shall include operat-
ing cost increases as well as increased costs to consumers in 
all goods due to increases in canal tolls.

VIII. No funds of the United States (whether approp-
riated or nonappropriated), including any funds under the 
control o f any department, agency, or other instrumentality 
of the United States (including the Panama Canal Company 
and the Canal Zone Government), may be used to imple-
ment the Panama Canal Treaty of 1977 in any way, either 
directly or indirectly, or to take any action in preparation for 
such implementation unless the use o f such funds for that 
purpose has been expressly authorized in an appropriation 
Act enacted by the Congress after the enactment o f this Act.

IX. No right, title, or interest o f the United States (or of 
any department, agency, or other instrumentality of the Un-
ited States, including the Panama Canal Company and the 
Canal Zone Government) with respect to any real property, 
or improvements thereon, in the Canal Zone may in any way 
be transferred (whether by conveyance, relinquishment of 
control, or any other means) to the Republic of Panama pur-
suant to the Panama Canal Treaty of 1977 unless such trans-
fer is expressly authorized by an Act of Congress enacted 
after the enactment of this Act.

X. The prohibitions contained in this Act shall apply 
notwithstanding any other provision of law, including (1) 
any provision authorizing transfers o f funds for contingency 
purposes, or waivers o f prohibitions, (2) any provision au-
thorizing transfers or conveyances o f property or property 
interests of the United States, and (3) any provision of the 
Panama Canal Treaty o f 1977 which might be construed to 
authorize, require, or otherwise provide for, the obligation 
or expenditure o f funds, or the transfer of property.

XI. Notwithstanding the provisions of the Panama Canal 
Treaty o f 1977, the Panama Canal Company and Canal Zone 
Government under the Canal Zone Code o f 1977 shall not 
cease to exist and shall not cease operations with respect to 
the Panama Canal and the Canal Zone except pursuant to an 
Act o f Congress.

XII. As used in this Act, the term “ Panama Canal Treaty 
of 1977”  means the Panama Canal Treaty between the Un-
ited States o f America and the Republic of Panama signed 
September 7, 1977, and any agreement relating to or entered 
into in conjunction with that treaty, including any agree-
ment or other arrangement with respect to the furnishing of 
assistance by the United States to or for the Republic of 
Panama.
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