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TAGS: PGOV, PM 
SUBJECT: BARLETTA IN SERIOUS POLITICAL TROUBLE - SOME 

DOUBTERS GLANCING OUR 1/AY 

I. (C - ENT I RE TE XT! 

2. SUMMARY: IN THE THREE \/EEKS SINCE THE BEGINNING OF THE 
CURRENT ECONOM IC/POLITICAL CRISIS THE NEIi BARLETTA 
GOVERNMENT HAS SACR IF I CEO MUCH OF I TS CREDI BI l lTY ANO 
LOST THE FOR\IARO MOTION 111TH WHICH IT CAME TO POI/ER 
IN MI 0-0CTOBER. Al THOUGH BELEAGURED ANO IN SOME 1/AYS 
FLOUNDERING AT THIS 
STAGE ITS FUTURE DOES NOT SEEM TO BE IN JEOPARDY. 
111TH LUCK, THE CRISIS WILL SIMPLY TRAIL OFF DURING THE 
COM I NG \/EEKS DUE TO FAT I GUE, THE DISTRACT I ON OF THE 
HOL IOAYS, ANO A DESIRE TO RETURN TO A NORMAL EXISTENCE . 
THE SELF-FULFILLlllG PROPHECY IS ALIIAYS A DANGER IN PANAMA, 
HOWEVER, ANO SOME DOUBTERS ARE BEGINNING TO GLANCE SIDELONG 
AT US TO DETERMINE \/HAT \IE HAY \/ANT OR BE \/ILL ING TO 
TOLERATE. IT IS IMPORTANT THAT \IE CONT I NUE TO MAKE 
CLEAR OUR STRONG SUPPORT FOR DEMOCRACY AND CIVIL IAN 
COIITROL IN PANAMA, AllD FOR THE BARLETTA GOVERNMENT 
AS THE BEST VEHICLE TO ACHIEVE IT. END SUMMARY. 

3. IT IS NOii THREE I/EEKS SINCE PRES I OEHT BARLETT A 
SPOKE TO THE NATION ANNOUNCING THE ECONOMIC AUSTERIT Y 
MEASURES THAT IGNITED THE CURRENT ECONOHIC/POLITICAL 
CR ISIS. DURING THESE THREE \/E EKS THE FOCUS HAS TENDED 
TO SH IFT FROM RELATIVELY CLEAR ANO DEFINABLE ECONOMIC 
ANO FINANC I AL ISSUES TO MORE DIFFUSE ANO DIFFICULT 
POLITICAL OUES. IN SHORT, THE SUBJECT OF THE DEBATE 
BE I NG CONDUCTED IN THE NAT I ON ' S PRESS ANO ON I TS 
STREETS HAS CH ANGED FROM HOii TO BALANCE THE COUNTRY' S 
CHECKBOOK, ANO WHO SHOULD PONY UP HOW MUCH IN ORDER TO DO 
IT, TO \/HERE THE MONEY I/ENT ANYIIAY . FRON A FAIRLY 
TECHNI CAL ECONOIIIC PROBLEM THE ISSUE HAS EVOLVED TO INCLUDE 
QUESTIONS OF CORRUPT 1011, ACCOUNTABIL ITV, LEGITIMACY, 
ANO PERHAPS MOST OF ALL THE ROLE OF THE PANAMA DEFENSE 
FORCES IFOP) IH THE SOCIETY. 

4. THE BALANC E OF THESE THREE \/EEKS IS MIXED . ON THE 
MINUS SI DE , THE NEIi BARLETTA GOVERNMENT, WHICH ASSUMED 
POWER 111TH A RESTRICTED POLIT ICAL MANDATE AT BEST, 
HAS FA I LED TO DISTINGUISH ITSELF IN ITS FIRST MAJOR 
TEST OF ITS ABILI TY TO GOVERN. THE SOLUTION IT 
PROPOSED TO THE IMMEDIATE FINANCIAL PROBLEM SUFFERED 
FROM FAULTS THAT \/ERE SURPRISING IN A GOVERNMENT 
THE GREAT STRENGTH OF WHICH WAS SUPPOSED TO BE 
ECONOMIC EXPERTISE. LESS SURPR IS ING, BUT EVEN MORE 
SERIOUS \/AS AN EVIDENT PAUCITY OF POLITICAL SENSITIVITY 
ANO ACUME N IN THE GOVERNMENT'S HANDLING OF THE CRISIS. 
AS A RESULT THE CREDIBILITY OF THE GOVERNMENT HAS 
SUFFERED CONSIDERABLY, IT APPEARS TO BE MORE CONTROLLED 
BY ERRANT FORCES THAN IN CONTROL OF THEM, ANO PERHAPS 
1/0RST OF ALL, IT HAS BEEN PREVENTED FROM LAUNCHING ON 
THE AGENDA IT HAD PAINSTAKINGLY DEVELOPED BEFORE ITS 
INAUGURATION DESIGNED TO GRADUALLY RESOLVE THE COUNTRY'S 
UNDERLYING ECONOMIC ANO SOCIAL PROBLEMS. 

5. THE RECORD IS NOT ENTIRELY NEGATIVE, HOWEVER, AND 
THERE ARE PLUSES TO BE REGISTERED AT THE END OF THIS 
THIRD \/EEK OF TURMOIL. THE PRINCIPAL SUPPORTERS OF THE 
BARLETTA GOVERNMENT, THE FOP AND THE GOVERNMENT PRO 
PARTY, ARE DISAPPOINTED 111TH ITS PERFORMANCE 
TO DATE AND SOME HAVE BEGUN TO 1/0NDER ABOUT THE WISDOM 
OF THEIR CHOICE, BUT THE RANK AND FILE THUS FAR APPEAR 
TO REMAIN STRONGLY IN SUPPORT OF THE GOVERNMENT . THE 
FOP HAS KEPT AN EXTREMELY LOW PROFILE AND HAVE APPAREN TLY 
GIVEN BARLETTA A FREE HAND - 1/HETHER TO RESOLVE THE SI TUA
TION OR HANG HIMSELF REMAINS TO BE SEEN. THE PRO CONTROLS 
THE LEG ISL ATURE ANO BARRING ANY NEIi SURPRISES OR 
INTOLERABLE LEVELS OF OPPOSITION FROM THE POPULACE \/ILL 
ALMOST CERTAINLY SEE THAT BARLETTA' S REVISED ECONOMIC 
MEASURES ARE PASSED SMARTLY, 1/HATEVER RESERVATIONS THE Y 
HAY HA VE. 

6. BARLETTA HAD THE PRUDENCE TO WITHDRAW HIS INITIAL 
MEASURES IN THE FACE OF OVERIIHELMING REJECTION, AtlD TH IS 
MAY HAVE SHOIIE D THE BEGlllNI NGS OF POLITICAL WISDOM. 
OPPOSITION MEETINGS AND DEMONSTRATIONS HAVE THUS FAR 
BEEN PEACEFUL , ANO THE FOP HAS LEFT THEM STRICTLY 
ALONE IN AN EFFORT TO AVOID RAISING THE POL ITICAL 
TEMPER ATURE . THE HOLIDAY SEASOII; THE DESIRE OF 
MERCHAIHS TO TAKE ADVANTAGE OF IT; THE HOPE OF PARE NTS 
THAT CHILDRE N \/ ILL NOT IN EFFECT LOSE THE SCHOOL YEAR ; 
THE NEED OF DOCTORS AND OTH ER PROFESSIONALS TO RETURN 
TO THEIR PRACTICES, All SUGGEST THAT THE CURRENT CRISI S 
BT 
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SUBJECT: BARLETTA IN SERIOUS POLITICAL TROUBLE - SOME 

MAY SIMPLY TRAIL OFF IN THE COMING WEEKS DESPITE THE 
EXTRAORDINARY FORCE IT HAS DEVELOPED . 

7. HOWEVER, THREE WEEKS IS A LONG TIME , AND THERE ARE 
DISTURBING REPORTS THAT SOME IMPORTANT ELEMENTS AMONG 
BARLETTA ' S ERSTWHILE SUPPORTERS ARE BEGINNING TO 
CONSIDER POSSIBLE ALTERNATIVES IN THE EVENT THE CRISIS 
DOES NOT RESOLVE ITSELF . THERE ARE ALS O INDICATIONS THAT 
THESE SAME ELEMENTS <INCLUDING THE FOP ITSELF) MAY 
BE TRYING TO DISCERN WHAT WE MIGHT BE WILLING TO 
COUNTENANCE . 

8. THERE IS NO DOUBT THAT THE BARLETTA GOVERNMENT IS 
IN TROUBLE , MUCH OF IT SELF-CREATED , BUT WE DO NOT BELIEVE 
AT THIS STAGE THAT ITS SITUATION IS UNSALVAGEABLE OR 
ITS FUTURE NECESSARILY THREATENED . PANAMA, HO WEVER, 
IS A COUNTRY PECULIARLY SUBJECT TO SELF-FULFILLING 
PROPHECIES , AND WE BELIEVE IT IMPORTANT THAT WE MA KE 
ABSOL~TELY CLEAR AT EVER Y OPPORTUNIT Y OUR CONTINUED 
STRONG SUPPORT OF STRENGTHEN! NG PANAMA ' S NASCENT 
DEMOCR:b.CY ANO CIVILIAN PRIMACY HERE, AND OF THE BARLETTA 
GOVERNMENT AS THE VEHICLE MOST LIKELY TO ACHI EVE THEM. 
WE ARE ALSO MAKING CLEAR AS NECESSAR Y THAT ANY RUPTURE 
OF THE CONSTITUTIONAL CONTI NUUM WOULD BE SEEN IN A 
MOST NEGATIVE LIGHT IN THE U.S., AND WOUL D JEOPARDIZE 
A NUMBER OF SIGNIFICANT BI-LATERAL PROGRAMS, CIVILIAN 
AND MILITARY, THAT HAVE BEEN UNDERTAKEN IN RECOGNITION. 
OF PANAMA'S MOVEMENT TOWARDS THE FULL EXERCISE OF 
DEMOCRACY . IT WOULD BE HELPF UL IF THE DEPARTMENT AND 
OTHER AGENCIES IN WASHINGTON WE RE TO REINFORCE THESE 
POINTS AS OPPORTUNITIES ARISE . 
BRIGGS 
BT 
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SELLING T-SHIRTS ANO HATS EMBLAZONED WITH THE \/ORO 
· coc INA." (THAT THE COC INA VOLUNTEERS WERE ENGAG ED 
IN SUCH QUINTESSENTIALLY BOURGEOIS ACTIVITY AND THAT 
IN OUR OBSERVAtlCE HOST HAO THE LOOK OF 
PANAMA'S \IELL-T0-00, SUGGESTS THE MIDDLE CLASS BASE OF 
THE PROTEST MOVE MENT.) THE FOUNDltlG OF A COCtNA CHAPTER 
IN COLON ON ADDITIOII TO THE CHAPTERS IN PANAMA CITY 
AND CHIRIQUI, AND PERHAPS ELSEWHERE) \/AS ALSO REPORTED 
IN ONE INDEPEtlOEtlT DAILY OVER THE WEEKEtlD. 

6. CDC I NA - GOVERHflENT O IAL OG UE . COC lllA - GOVERNMEIIT 

TALKS HAVE BEEH PROCEEDING AT THE HOLIDAY INN IN PAtlAIIA 
CITY SINCE THE EHO or LAST WEEK (REF. A), BUT AT THIS STAGE 
THEY APPEAR TO HAVE ACHIEVED NOTH I IIG. COC I NA LEADE R 
ZUNIGA HAS CRITICIZED THE GOVERtUIEIIT FOR "DILATORY 
TACTICS" ANO FOR RESISTING DISCUSSIOII or THE NATIOIIAL 
BUDGET ON THE GROUIIDS THAT IT (THE GOVERIIMEtHl HAS tlO T 
YET COMPLETED IT. ZUNIGA HAS ALSO CRITICIZED THE 
NATIONAL COUNCIL OF PRIVATE ENTERPRISE ICONEPI FOR "HOLDIIIG 
SECRET MEETINGS 111TH THE EXECUTIVE BRAtl CH" -- TH I:;, 
DESPITE THE FACT TH AT CONEP HAS WITHHELD SUPPORT FROM THE 
FISCAL PACKAGE INTRODUCED IN THE LEGISLATURE LATE LAST 
\/EEK BY THE GOVERtlMEtlT (REF. Al • 

7. DECEMBER 12 COCltlA MARCH. AS IIOTED ABOVE , COC IIIA 
STILL PLANS TO HOLD A MARCH AND STRIKE Oil DECE MBER 12 . 
THE BENCHMARK OF SUCCESS OF THIS EXERCISE \/ILL PROB ABLY 

BE THE MARCH or NOVEMBER 27, 11H I CH DRE\/ TENS OF 
THOU SAIJDS (SEE 'PAUAM~ 12833). SHOULD THE DECEMBER 12 
MA RCH EXCEED THAT OF NOVEMBER 27 111 SIZE, THE PROTE ST 
MOVEME IIT IS LIKELY TO BE PERCEIVED AS STILL ON THE 
UPS WING . IF ON THE OTHER HAND THE CR0\10 IS SMALLE R 
!HAii THAT OF NOVEMBER 27, THE NOVEMENT IS LIKELY TO 
BE PERCEI VED AS EBBING (WHICH PRO-GOVERNMENT OBSERVERS 
HAVE BEE N PREDICTIIIG 1/0ULO HAPPEN AS THE HOLIDAY SEASOII 
APPR OACHE S) . UllLIKE THE NOVE ER MARCH, THE DECEMBER 
MARCH HAS THE PUBLIC SUPPORT EOTH OF CONEP ANO OF 
CONATO (THE NAT IONAL COUNCIL Of ORGANIZED WORKERS) . 
HOW FERVEIIT COIIEP AND CONATO' S SUPPORT FOR THE MARCH 
Ill LL BE , HOWEVER, REMA! NS TO 8£ SEHi. 

8. COMME NT: DESPITE HIS REPUT ATION FOR STUBBORNESS, 
PRESIDEIH BARLETTA FOR THE SECOtlO TIME tN THREE WEEKS 
HAS BOIIE O TO THE PRESSURE BRO GHT TO BEAR BY THE PROTE ST 
MOVEMENT. BAR LETTA' S NOVEMBER 25 CONCESSIONS TOOK SOME 
OF THE ZIP OUT OF THE LATE tlOVf:MBER MARCH/STRIKE, AtlD 
THE PRESIDENT MUST BE HOP ING TliAT HIS LATEST CONCESSIOtl 
Ill LL HAVE THE SAME EFFECT Oil DEC EMBER 12. YET 111TH 
RESPECT TO THE LEAD PROTEST O GAtllZATION -- COCI NA -
BARLETTA' S LATEST CONCESS 1011 APPEARS TO HAVE EAR tlEO 
HIM LITTLE ; INDEED, COCINA SEEMS BEIIT ON TAKING FUL L 
AOVAIITAGE OF I TS MOMEIJTUM. 

9. THUS THE BAR LETTA GOVERIIMENT -- TWO MONTHS OLD Oil 
DECEMBER 11 -- CONTINUES UNDE R HEAVY PRESSURE, AMIDST 

- SIGllS THAT THE KEY POI/ER BROKER HERE -- THE MILITAR Y -
IS DISAPPOINTED 111TH THE PRES IDENT THEY PROMOTED (REF . 
Cl. STILL, ALTHOUGH BELEAGUEIEO AtlD IN SOME WAY S 
FLOUNDERltlG, THE BARLETTA GOVERIIMENT AT THIS STAGE DOE S 
NOT SEEM TO BE IN JEOPARDY ~EF . 8) . THE PROSPECT, 
RATHER, IS FOR COtlTIHUED MUODlltlG THROUGH. BRIGGS 
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REFS : A) PANAMA 13080, 8) PANAMA 131187 (NOTALl , 
C) PAIIANA 13084 INOTAU 

!. C-ENT I RE TE XT. 

2. SUMMARY: THE PRESIDE NT'S ANNOUUCEMENT 011 THE EVE ll l~G 
OF DECEMBER 9 THAT HE ~Ill SEEK THE IMMED IATE AIIO 
UHCOIIDITIOI/AL REPEAL OF TH E DISCREDITED LAIi 46, COI/ 
STITUTED THE MAJOR DEVELOPME NT OVER THE IIEEKENO IN 
PAHAMA'S ONGOING POLITICAL/ECONOMIC CRISIS. COCIN A --
THE UMBRELLA GROUP SPEARHEADING THE PROTEST MOVEMEHT -
I/AS ACTIVE OVER THE WEEKEND ANO STILL PLAIIS TO HOLD A 
MASSIVE PROTEST MARCH 011 DECEMBER 12. A GOVERNHENT-COCIN A 
DIALOGUE HAS BEEN TAKII/G PLACE, BUT WITHOUT RE SULT THUS 
FAR. EIID SUMMARY . 

3. PRE SIDENTIAL SPEECH. FOR THE SECOND TIME Ill THREE 
I/EEKS, PRESIDENT BARLETTA ADDRESSED THE NATION ON 
NATIONAL TELEVISION ON A SUNDAY NIGHT IN ORDER TO ANNOU tJCE 
CONCE SSIONS TO THE PROTE ST MOVEtlENT. IN BOTH CASES, 
A MAJOR PROTEST MARCH AUD STRIKE I/ERE SCHEDULED TO BE 
HELO DURING THE FOLLOIIING I/EEK. WHEREAS IN HIS SPEECH 
OF NOVEMBER 25 BARLETTA ANNOUNCED THAT HE 1/0ULO SEEK A 
SUBSTITUTE TO RtPLACE THE CONTROVERSIAL LAIi 46 -- THE 

GO VER UMEUT 'S INITIAL FISCAL PACKAGE CONTAIIIING A TAX 011 
SERVICE S, ADOPTED BY THE OLD LEGISLATURE 011 I TS FINAL 
DAY OF OPERATION ON NOVEMBER 15 -- IN HIS SPEECH OF 
DECEMBER 9 BARLETTA WEIil A STEP FURTHER AND BOWED TO 
THE OPPOSITION DEMAND THAT HE REPEAL LAIi 46 IMMEDIATEL Y, 
II ITHOUT THIS BEING LINKED TO ANY SUBSTITUTE LA~ IN 
BARLETTA ' S \/OROS, "BECAUSE OF THE IMPORTANCE OF RESOLVI NG 
TH IS PROBLEM PEACEFULL Y, I AM ASKING THE LEGISLATIVE 
ASSEMBLY TH AT IT REPEAL LAIi 46 FIRST AND THAT 1/E 
IMMEDIATELY PROCEED TO FINO A 1/IDELY-AGREED SOLUTIOII , 
1/H I CH WE ALL NEE 0. " BARLETT A MADE NO MENTION OF THE NE Ii 
FISCAL PACKAGE SUBMITTED LAST WEEK BY THE GOVERNMENT ~EF . 
A) , BUT LEFT THE IMPRESSION THAT HE EXPECTED ANY NE Ii 
FISCAL PACKAGE TO BE THE RESULT OF EXTENSIVE PUBLIC ANO 
ASSEMBLY DI SC USS I ON. (SEPTEL PROVIDES ECONOMIC AUD 
FINANCIAL ANALYSIS OF THE PRESIDENT'S SPEECH.) BARLETTA 
COUPLED HIS CONCESSION TO THE PROTEST MOVEMENT 111TH A 
CALL FOR THE LATTER TO CEASE ITS ACTIVITIES ANO NOTABL Y 
THE MEDICAL ANO EDUCATIOtlAL I/ORK STOPPAGES. WHILE 
APPEALING TO ALL TO HELP CONSTRUCT DEMOCRACY IN PANAMA, 
BARLETTA MORE OMINOUSLY ALSO REFERRED CRITICALLY TO 
THOSE I/HO SOUGHT TO "FISH IN TROUBLED \IATERS. " UIOTE : 
BARLETTA ACTUALL Y APPE ARED 011 NATIOUAL TELEVISIOII Tl/ICE, 
AT 8: 311 P. M. AIID AGAI N AT 10: 30 P.M. ALTHOUGH SO ME 
OB SER VERS THOUGHT THERE HAY HAVE BEEtl SMALL BUT SIG NIF ICA':
DIFFE REIICES Ill THE TWO TE XTS, OUR PRELI MI NARY AIIAL YSI S 
SUGGESTS THAT THE DIFFEREIICES I/ERE SLIGHT AND 1101 
SIGNIFICANT . l 

4. COC I IIA RE ACT I ON. COC I NA (COO RO I NADORA IIAC I OIIAL 
CIV ILIST~ OR NATION AL CIVIL COORDINATING COMMITTEE ) 
LEADER OR . MAURO ZUNIGA ANllOUIICEO IMMEDIATELY AFTER TH E 
BARLETTA SPEECH THAT "THE (MEDICAL AND EDUCATIONAL I/OR Y.) 
STOPPAGE CONTINUES AIID THE mECEMBER 12) MAR CH IS OIi . " 
ZUN IGA IIOTED INTER ALI A THAT BARLETTA HAD ADDRESSED 
OHL Y ONE OF COC I IIA ' S FOUR MA IN DEMANDS (SEE PANAMA 13049 , 
PARAGRAPH 5), AND THAT 11 1TH RESPECT TO THAT DEMAIID ACTIOII 
BY THE LEGISLATIVE ASSEMBLY I/AS STILL NECESSAR Y. 

5. COCINA ACTIVITIE S. AT ITS APOGEE A COCINA 1/0MEU ' S 
MARCH ON DECEMBER 6 DRE\/ AT MOST SEVERAL THOUSAND PEOPLE, 
JUOGIIIG FROM PHOTOS PRINTED IN THE OPPOSITION DA ILY 
LA PREN SA. OVER THE 1/EEKEND, COC I NA PURSUED A VAR I ETY 
or FUIIO RAISING ACTIVITIES . A "RADIOTHD II " -- IN IIHICH 
RADIO STATIONS IN PANAMA CITY, COLON, AIID CHITRE 
PARTICIPATED -- CARRIED COCINA SPEECHES FOR THREE HOURS 
SUNDAY MORNING, AND AT THE SAME TIME COCINA VOLUNTEER S 
tlANIIEO SOME HALF DOZEN PRIME LOCATIOIIS Ill PANAMA CI TY 
BT 

DECi.ASSlrlEO 
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DECLASSIFIED 
SUBJECT : BARLETTA' S CURRENT SITUATION AND HIS 

SHORT-TERM GOALS WHEN HE TA KES OFFICE 
REF : STATE 275452 

1. ~ - ENTIRE TEXT. 

NLRR MS:Dt: it-' 12t,lP 
BY ~ NARA ~~TE "b0l\1 

2 . SUMMARY. PRESIDENT-ELECT BARLETTA AND I MET FOR AN 
HOUR AT HIS PRIVATE RESIDENCE SEPTEMBER 21 , FOR OUR 
FIRST "AGENDA" SESSION. WE COVERED HIS RELATIONS WITH 
THE PANAMANIAN DEFENSE FORCES (PDFj AND GENERAL NORIEGA; 
DEALING WITH THE DEMOCRATIC OPPOSITION; AND HIS SHORT
TERM (90-DAY) GOALS : AUSTERITY, END TO CIVILIAN CORRUP
T! ON, AND EXPANDED U. S. GRANT AID. HE ASKED FOR SUPPORT 
WITH THE OPPOSITION, HELP IN EMPHASIZING CIVILIAN 
PREDOMINANCE IN HIS GOVERNMENT , AND $60 M. IN GRANT AID. 
END SUMMARY . 

3 . BARLETTA ACKNOWLEDGED THAT HE AND THE DEMOCRATIC 
OPPOSITION ~RINCIPALLY THE CHRISTIAN DEMOCRATS LED 
BY RICARDO ARIAS CALDERONl SHARE A VIRTUALLY IDENTICAL 
AI~ TO ESTABLISH DEMOCRACY AND CURTAIL THE POWER OF 
THE PDF, BUT THAT THEY DIFFER ON HOW TO GET THERE . 
HE KNOWS THAT THE OPPOSITION BELIEVES HE IS SO COM
PROMISED BY HIS ELECTORAL DEPENDENCE ON THE PDF THAT 
HE CANNOTWILL NOT BE ABLE TO STAND UP TO NORIEGA AND 
CO. "CONTINUISMO" OF THE ABUSES OF THE PAST 16 YEARS 
IS INEVITABLE UNDER BARLETTA, IN THE VIEW OF 
THE OPPOSITION. THEY THEREFORE HAVE DECIDED TO WORK 
TO ENSURE HIS GOVERNMENT FAILS, IN THE HOPES OF FORCING 
THE PDF TO ALLOW A GENUINE CONSTITUENT ASSEMBLY TO BE HELD. 
4. BARLETTA SAID THE OPPOSITION PLANS TO HOLD A MASS 
RALLY OF 100, 000-PLUS ON OCTOBER 9 IN PANAMA CITY TO 
PUBLICIZE THEIR CHARGES OF ELECTORAL FRAUD AND PROTEST 
HIS INAUGURATION. THEY HAVE PUBLISHED A 100 - PAGE 
REPORT, IN ENGLISH AND SPANISH , FOR DISTRIBUTION TO 
THOSE COMING TO THE INAUGURATION, BOTH OFFICIALS AND 
FOREIGN MEDIA. BARLETTA ASKED IF THERE WAS ANY WAY 
WE COULD CONVINCE THE OPPOSITION TO DESIST. 

5. I TOLD BARLETTA HE SEEMED TO HAVE AN EXAGGERATED 
NOTION OF OUR INFLUENCE OVER THE OPPOSITION, BUT THAT 
WE WERE MAINTAINING CLOSE CONTACT WITH THEM AND ALL 
ALONG HAD BEEN TRYING TO CONVINCE THEM THAT THEY SHOULD 
GIVE BARLETTA ' S GRADUALIST APPROACH A CHANCE . WE HAVE 
BEEN TOLD THEY MIGHT BE WILLING TO EASE UP ON CRITICISM 
AND OBSTRUCTIONISM IFWHEN THEY SAW EVIDENCE OF BARLETTA' S 
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WILLINGNESS TO STAND UP TO THE PDF. AS A STARTER , 
EVERYONE WAS WAITING TO SEE WHO WOULD BE IN THE NEW 
CABINET. 

6 . BARLETTA EMPHATICALLY SAID HIS CABINET WOULD BE HIS 
PEOPLE , NOT NORIEGA' S. AS TO CONFRONTATION WITH THE 
PDF , THAT WAS THE LAST THING HE NEEDED AT THE OUTSET . 
BARLETTA EXPLAINED THAT FOR THE FIRST 90 DAYS HE 
WOULD NEED THE PDF TO HELP HIM ENFORCE SOME VERY TOUGH 
MEASURES HE INTENDS TO ADOPT, INCLUDING: REVISION OF 
THE LABOR CODE (WHICH THE UNIONS WILL STRONGLY RESIST) ;

0 

CURTAILMENT OF CORRUPTION ON THE CIVILIAN SIDE OF THE 
GOVERNMENT; SHARP CUTS IN GOVERNMENT-SPENDING INCLUDING · 
SOME SOCIAL WELFARE PROGRAMS AND THE MILITARY BUDGET ; 
AND NEW TAXATION . WITH THE EXCEPTION OF THE CORRUPTION 
ISSUE, THESE WOULD BE VERY UNPOPULAR MOVES PROBABLY 
REQUIRING THE USE OF SOME MUSCLE. UNDER THE CIRCUM
STANCES, HE COULD NOT GO AFTER THE PDF' S BUSINESS 
INTERESTS STARTING OCTOBER 12. BUT HE SAID HE INTENDS 
TO SEND SOME VERY CLEAR SIGNALS AT ONCE THAT HE, AND 
NOT NORIEGA, IS IN CHARGE. HE HAS A LIST OF OVER 100 \ 
CORRUPT GOVERNMENT OFFICIALS (SOME HIGH-RANKING, SOME _\ 
NOTJ, WHOM HE PLANS TO FIRE IMMEDIATELY. SOME WILL BE 
BROUGHT TO TRIAL . 

7. BARLETTA ASKED SEVERAL THINGS OF US. IN ADDITION 
TO TRYING WORK ON THE OPPOSITION, HE ASKED THAT WE HELP 
HIM TO EMPHASIZE AND STRENGTHEN CIVILIAN PREDOMINANCE 
OVER THE PDF , BY DEED AND WORD. IF WE WISHED TO COM
MUNICATE WITH PANAMA REGARDING SOME AREA OF CONCERN 

(E . G., NARCOTICS COOPERATION), HE HOPED WE WOULD KEEP 
OUR EXCHANGES, TO THE EXTENT POSSIBLE, IN CIVILIAN 
CHANNELS RATHER THAN DEAL DIRECTLY WITH THE PDF. I 
TOLD HIM THAT THIS WAS FULLY IN LINE WITH WHAT I HAD 

IN MIND, AND THAT I HAD THIS PRECISE ISSUE UNDER CURRENT 
STUDY WITHIN MY MISSION. I EXPLAINED THAT THE MISSION 
REPRESENTS A FAIRLY BROAD RANGE OF USG ACTIVITIES SOME 
OF WHICH IN THE PAST HAD BEEN HANDLED DIRECTLY WITH 
THE PDF FOR THE SAKE OF EFFICIENCY; AND IN ADDITION, 
THE CANAL TREATY PROVIDED FOR CERTAIN OTHER LINKAGES 
BT 
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EXDIS 
E. 0. 12356: DECL : OADR 
TAGS: PGOV, PM 
SUBJECT: BARLETTA' S CURRENT SITUATION AND HIS 
BETWEEN ELEMENTS OF THE USG AND THE PDF . (BARLETTA , 
GENERAL GORMAN AND I HAVE ALREAD Y DISCUSSED THIS TOPIC -
SEE PANAMA 7 416 . 

8 . BARLETTA ALSO MADE A VERY STRONG PITCH FOR OBTAINING 
PANAMA'S $30 M. SHARE OF THIS YEAR ' S AID SUPPLEMENTAL 
IN THE FORM OF GRANT AID , NOTNOT LOANS , GIVEN 
PANAMA ' s HEAVY DEBT BURDEN; AND HE AS KED us TO CONSIDER V 
FAVORABLY PROVIDING AN ADDITIONAL $30 M. IN GRANT AID 
TO HELP HIM GET OVER THE 90 DAY HUMP AHEAD. WITH $60 M. 
IN GRANT ASSISTANCE, HE SAID HE FELT HE HAD A FIGHTING 
CHANCE TO IMPOSE REAL AND VIABLE AUSTERITY ON PANAMA 
AND SUCCESSFULLY RESCHEDULE THE LOAN PAYMENTS . I SAID 
WE WERE NOW IN THE PROCESS OF DISCUSSING HOW TO DIVIDE 
UP THE $30 M. ESF , AND THAT ALONE MIGHT PROVE TO BE A 
VERY TOUGH DECISION. DOUBLING THE AMOUNT , IN THE FORMJ 
OF GRANT AID , WOULD BE EXTREMELY DI FF I CULT , AND I COULD 
NOT HAZARD A GUESS AS TO WASHINGTON'S LI KELY REACTION. 
BARLETTA SAID HE INTENDS TO MA KE HIS PITCH FOR $60 M. 
TO THE SECRETARY WHEN HE IS HERE OCTOBER 10 . 

9 . THE EMBASSY WILL COMMENT AT GREATER LENGTH AFTER 
THE SECOND "AGENDA" MEETING SCHEDULED FOR SEPTEMBER 23 
REGARDING THE PLANNED OPPOSITION RALLY ON OCTOBER 9 , WE 
BELIEVE BARLETTA IS PROBABLY EXAGGERATING ITS SIZE AND 
IMPORTANCE. WE ARE KEEPING A CLOSE WATCH ON THIS , 
HOWEVER, AND ARE IN TOUCH WITH THE SPONSORS. WE ARE 
NOT ALONE IN THIS EFFORT. THE SALVADORAN CHRISTIAN 
DEMOCRATS HERE WITH DUARTE ARE ALSO TRYING TO CONVINCE 
THE OPPOSITION THE RALLY IS A LOUSY IDEA IBEPTELj. 
BRIGGS 
BT 
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E. 0. 12356: DECL: OADR 
TAGS : PGOV, PMS 
SUBJECT: BAR LETTA "AGENDA" - CONTINUED 
REF : PANAMA 10389 (NOTALl 

I. C - ENTIRE TEXT. 

2. SUMMARY: IN OUR SECOND "AGENDA" EXCHANGE, BARLETTA 
AND I DISCUSSED BANKING SECRECY AND DRUG MONEY LAUNDERING ; 
FUTURE CONSULTATIONS ON TEXTILES, ANO GATT ACCESSION; 
RATIFICATION OF THE BIT; HOii TO HAKE BETTER USE OF A ID 
(IN CLUDING THE HOUSING GUARANTY PROGRAM); HOUSING bEASE

BACK ; COAL-TO-METHANOL; COFFEE QUOTA; GAILLARD CUT-
I/I DEN I NG AND THE CANAL OPTIONS STUDY; POSSIBILITIES OF 
REVISING PL 96-70; PANAMA PREFERENCE FOR DODPCC PUR
CHASES ; CURTAILING COMMISSARY AND PX CONTRABAND; AND THE 
COROZAL AGREEMENT. \IE DID NOT DISCUSS REGIONAL OR MULTI
LATERAL FOREIGN POLICY ISSUES - 1/HICH \IE LEFT FOR A FUTURE 
SESSION 111TH WHOMEVER HE SELECTS AS FOREIGN MINISTER 
fROBABLY FERNANDO CARDOZE ). END SUMMARY. 

3. BARLETTA AND I MET AGAIN AT HIS HOME ON SEPTEMBER 
23, FOR OUR SECOND "AG ENDA" DIS CUSSION IN Tl/0 DAYS. 
AFTER THE FIRST HOUR \IE I/ERE JOINED BY CARDDZE. THE 
MEETING LASTED AN ADDITIONAL HOUR AND A HALF, AND 
COVERED SOME OF THE SAME GROUND AS THE EARLIER SESSION. 

4. BANKING SECRECY, DRUG MONEY LAUNDERING, AND CBI TAX 
EXEMPTIONS FOR CONVENTIONS. BARLETTA HAS FASTENED ON 
THE NEED TO ATTRACT TOUR I SM, I NC REASE INTERNATIONAL 
USE OF THE SPLENDID A ID-FI NAN CED ATLAPA CONVENT I ON 
CENTER, AND OVERCOME PANAMA'S ROTTEN REPUTATION AS A 
DRUG MONEY-LAUNDERING CENTER 1/HICH DAMAGES THE BANKING 
CENTER AND REPELS INVESTORS. NEITHER BARLETTA NOR 
CARDOZE GAVE ANY INDICATION OF A SOFTENING OF THE TRA
DITIONAL PANAMANIAN OPPOSITION TO A TAX-INFORMATION 
SHARING AGREEMENT, BUT THEY I/ANT TO GO AHEAD 111TH A 
BILATERAL EXCHANGE IN WHICH EXPERTS FROM BOTH SIDES 
STARTING FROM SCRATCH WOULD PROBE THE POSSIBILITIES 
or AN OVERALL AGREEMENT SHORT OF GRANTING THE USG "FISH
ING RIGHTS " INTO PANAMA' S BANKING RECORDS. BARLETTA, 
CITING SECRETARY REGAN'S WILLINGNESS TO SEND DOI/NA 
TEAM or U.S. EXPERTS, ASKED THAT WE GO AHEAD ANO SET 
THIS IN MOTION RIGHT AWAY - WITHOUT WAITING UNTIL HE 
TAKES OFFICE ON OCTOBER 11. I TOLD HIM THIS MIGHT BE 

DIFF ICULT TO ARRANG E ON SU CH SHORT NOT ICE , BUT WE WOULD 
LOOK INTO IT . I RECOMMEND NO ACTION UNTIL AFTER OCTOBE R 
II, AUD THAT THE U.S. TEAM COME HERE AS SOON THEREAFTER 
AS PO,SI BLE TO GET STARTED ON THIS. 

S. TRADE , CB I AND GATT ACCESSION. BARLETTA, CIT ING 
HIS WASHINGT ON MEETING WITH USTR BROCK, SUGGESTED THAT 
AS SOON AFTER THE NOVEM BER 6 ELECTION AS POSSIBLE HE 
WOULD LIKE TO RECEI VE A DELEGATION TO HELP IDENT IFY 
WH AT KINDS OF TE XTILE EXPORTS HIGHT BE POSSIBLE UNDER 
CB I. I SAID I WOULD PASS THIS ALONG . CARDOZE REPORTED 
TH AT THEI R INF ORMATI ON IS THAT THE PENDING CVO CASES 
WIL L BE DISMI SS ED, AND THAT DOMESTIC OPPOSI TION TO NEIi 
PLACE-OF-ORIGIN REGULATIONS FOR TEXTILES MAY RESOLVE 
THE PROBLEM CREATED FOR PANAMA BY THE REGULATIONS . 
NEITHER BARLETT A NOR CARDOZE REACTED AT ALL TO MY PITCH 
FOR GATT ACCESSION. BAR LE TTA SAID THEY MIGHT DISCUSS 
IT, SOMETIME. 

6. RAT IF ICATION OF THE BIT. THERE WERE MUTUAL EXPRES
SIO NS OF IN TE NT TO PROCEED 11 1TH THIS, 1/HICH PANAMA 
WANTS BEC AUS E OT HER COUNTRIES ARE WAITING IN LINE TO 
SEE I/HAT WE 00 (E.G . , SWI TZERLAND), AND BECAUSE BARLETTA 
RECOGN IZES TH IS WOUL D BE GOOD FOR STIMULAT ING U. S. IN
VESTMENT. 

7. BE TTER USE OF AID . BARLETTA READIL Y AGREED THAT 
LOCAL AID US E PROCEDURES NEED STREAMLINING 
AND TH AT THE PIPELINE HAS TO BE UNSTUCK. HE AL SO 
AGREED THAT PANAMA HUST OVERHAUL ITS CURRENT MORTGAGE 
RAT E SYS TEM SO AS TO BE ABLE TO TAKE FULL ADVANTAGE OF 
OUR HOUSING GUARANTY PROGRAM. 

8. HO USING LEASE- BACK . I BRIEFED BOTH MEN IN DETA IL 

ABOUT THE HOUSING LEASE-BACK PROPOS AL, 1/HICH IS ST ILL 
STUCK IN THE ILLUECA GOVERNMENT. BAR LETTA SAID HE 
AND SECOND VICE PRESIDENT ESQUIVEL WOULD TRY HARO TO 
GET SOME QUI CK GOP ACTI ON ON IT . HE SEES THE COMB I NA-
T I ON OF BENEFITS TD PANAMA (INCLUDING A POSS IBLE LATER 
BU IL 0-TO-L EASE PROGRAM) AS FAR OUTI/E I GH I NG ANY POL IT I CAL 
DRAWBACKS, BUT RECOGNIZES ILLUECA MAY FEEL OTHERWI SE. 

9. COAL-TO-METHANOL. BARLETTA STILL SEEMS TD TH INK WE 
BT 
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,t Otl-F I BE II l I ll"r3ECTION 02 OF 03 PANAMA 10495 

E. 0. 12356: DECL: OADR 
TAGS : PGOV, PMS 
SUBJECT : BARLETTA ' AGENDA" - CONTINUED 
SHOUL D BE ACTIVEL Y PRESSURING THE JAPANESE. I TOLD HIM 
PANAMA ITSELF \IOULD HAVE TO TAKE THE LEAD SINCE \IE HAD 
RUN UP AGAINST PALPABLE LACK OF INTEREST ON JAPAN 'S 
PART, AND THERE \/ERE SERIOUS QUESTIONS AS TO IIHETHER 
THE PROJECT MAKES SENSE GIVEN ECONOMIC REALITIES . 
BARLETTA POI NTED TO THE ENTHUSIASM EXPRESSED TO HIM 
ABOUT THE PROJECT BY SENATOR PERCY AND UNDER SECRETARY 
\/ALLI S AS REASON ENOUGH FOR THE USG TO TRY HARDER TO 
CONVIN CE JAPAN TO PUT UP $5 M. FOR THE FEAS IBIL ITY 
STUDY. HE \IOULD NOT BE DISSUADED AND SAID HE MIGHT 
ME NTION THIS AGAIN TO THE SECRETARY ON OCTOBER 1.0, 
AND PERHAPS WOULD SEEK TO ARRANGE FOR THE SECRETARY 
TO TALK 111TH THE IBJ ' S IKEURA, WHO \/Ill ALSO BE ATTEND
I NG THE INAUGURATION. (COMMENT: SUBSEQUENTLY, THE 
JAPANESE AMBASSADOR HERE TOLD ME CATEGORICALLY THAT 
THE JAPANESE HAVE NONO INTEREST AT ALL IN THE PROJECT . 
HE SAID IT WOULD TAKE A WORLD Oil PRICE OF "\/Ell ABOVE 
$4.0 A BARRELL" TO REKINDLE ANY INTEREST . I RECOMMENDED 
TO MY JAPANESE COLLEAGUE THAT THE JAPANESE GOVERNMENT 
GIVE PANAMA AN EQUALLY UNAMBIGUOUS REPLY.) 

1~ COFFEE QUOTL BARLETTA RAISED THIS TOPIC. HE 
SAID HIS EMISSARIES GABRIEL LEWIS AND MARIO TYPALDOS 
IN THEIR RECENT MEETING WITH AMBASSADOR BROCK IN 
WASHINGTON HAD ASKED FOR USG SUPPORT OF PANAMA'S OBTAIN
ING AN ADDITIONAL COFFEE QUOTA OF 50,000 BAGS; AND 
THAT BROCK HAD INDICATED THIS \IOULD BE DONE IN LONDON. 
I SAI D THIS DID NOT ACCORD WITH MY INFORMATION THAT 
PANAMA WOULD BE PURSUING THE QUOTA PROBLEM THROUGH 
CHANNELS OTHER THAN THE USG. BARLETTA ASKED ME TO 
FOLLOW UP WITH WASHINGTON AT ONCE, SINCE DECISIONS 
WERE BEING TAKEN THIS WEEK IN LONDON. (COMMENT: A 
SUBSEQUENT CALL TO WASHINGTON CONFIRMED THAT LEWIS AND 
TYPALDOS RECEIVED NO SUCH CATEGORICAL ASSURANCES . ) 

11. GAILLARD CUT-IIIDENING AND CANAL OPTIONS STUDY. 
CARDOZE MADE A VERY STRONG PITCH FOR AN EARLY AGREEMENT 
BY THE USG TO ASSUME MAJOR RESPONSIBIL ITV FOR THE 
FINANCING OF THE CUT-WIDENING PROJECT. I TOLD CARDOZE 
THAT FIRST WE NEEDED TO SEE THE RE SUL TS OF THE STUDY 
WHICH HIS CANAL BOARD COMMITTEE IS I/ORK I NG ON. I SAID 
IT WAS EXTREMELY UNLIKELY THE U.S. WOULD OR COULD ASSUME 

SUCH A RE SPON SIB IL ITY, AND CERTAI NLY NOT ALON E. CARDOZE 
SAID TH E CURRENT PLAN IS TO ASK THE IDB TO PROPOSE 
ALTE RNATIVE FINANC ING PACKAGE S, EARL Y NE XT YE AR. 
SUGG ESTE D THAT IT MIG HT BE EASIER TO ADDRE SS THE 
QUESTI ON OF FINANC ING TH E CUT-Ill DE N ING IF THE U.S. -PANAMA
JAPAN CANAL OPTIONS STUDY \/ERE ACTUALLY BEGUN AND \IE 
GO T A CLE AR ER NOTI ON OF \/HAT SORT OF OVERALL LARGE-SC AL E 
EXPE NDI TURES HIGHT BE FACI NG US AND OTHER CA NAL USERS IN 
THE YEA RS AH EAD. CORDOZE AGREED THAT THE T\10 YEARS 
SPENT SHOULD BE ENOUGH FOR THE PRELIMINARY NEGOTIATIONS 
ABOUT THE CANAL OPTIO NS STUD Y, AND THAT THE STUDY 
IT SEL F SH OUL D BE INITIATED SOON. BARLETTA AGREED, BUT 
SAID HE CO NS IDERED THE GAILLARD CUT -WIDENING A TOP 
PRIORI TY BECAUS E OF THE URGENT NEED FOR THE KIND OF 
LABOR-INTENSIVE ACT IVI TY IT WI LL PRODUCE. HE SA ID 
HE \IO UL D PROB ABLY ALSO MENTION THIS AGAI N TO SECRETARY 
SH ULTZ . 

12. RE VISION OF Pl 96-70. OUR DISCUSSION OF THE DESIRA
BILITY OF AME NDI NG THE PANAMA CANAL ACT OF 1979 \/AS 
A REPET ITION OF EXCH ANG ES Ill TH BARLETTA IN \/ASH I NGTON 
LAST JUL Y. I SAI D AN Y CONSIDERATION OF CHANGING THE 
LAIi WOULD DEPEND ON THE POLITICAL CLIMATE IN THE U.S. ; 
MAYBE \IE COULD REVI EII THE SITUATION IN THE NE Ii YEAR . 

13. PANAMA PREFE RENC E IN DODPCC PURCHASING. BARLETTA 
ASKED HOii DOD \/AS CO MING ON THE PROM IS ED STUDY OF HOii 
THE USG MIGHT GIVE GRE AT ER PREFERE NCE TO PANAMANI AN 
ITEM S, ESP ECIALLY FOR THE MILITARY COMMISSARIES HERE . 
I SAI O I HAD ASK ED FOR AN UPDATE ON MY RET URN FROM 
LE AVE, BUT HAD NOT YET HEARD . BARLETTA AS KED THAT 
RENE ii HIS RE QUEST, ORIGINALLY MADE (AND AGREED TOI 
IN HI S JULY MEET ING AT 000 . 
14 . PX AND COMMISS ARY CONTRABAND. BARLETTA ASKED \/HAT 

COULD BE DONE TO CURTA IL SUCH CONTRABAND. I SAID THAT 
THE U.S . MIL ITARY \IOULD SOON ISSUE NEIi ID'S TO AUTHOR IZED 
PATRONS AN D SUGGESTED THAT PANAMA TAKE ACTION AGAI NST 
CONTRAB ANOISTS \/HO OPE NLY PEDDLE THE IR \/ARES IN PANAMA 
AND COLO N. I SA ID I \/AS SURE OUR PROVOST MARSHAL IIOULO 
BE HAPP Y TO COOPERATE FULLY . BARLETTA SAID HE WOULD 
BT 
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TAGS : PGOV , PMS 
SUBJECT : BARLETTA "AGENDA" - CONTINUE D 
RETURN TO THIS SUBJECT LATER . 

15 . COROZ AL AGREEMENT. I OUTLINED THE PRESE NT STATUS 
OF THE AGREEMENT AND TOLD BARLETT A THAT I WOULD BE 
TAL KING TO HIS NEW FOREIGN MINISTER ABOUT IT. BARLETTA 
AND CARD02E SAID THEY WOULD AS K THE CURRENT GOVERN MENT 
FOR A BRIEFING. 

16. BARLETTA MENTIONED A NUMBER OF OT HER MATTE RS . HE 
WOULD LIKE TO MEET PRIVATELY WITH ME AN D GE NER AL GORMAN , 
TO REVIEW THE GENERAL QUESTION OF THE MILITARY RELATION-
SHIP . (THIS HAS BEEN SCHEDULED LATER IN THE WEE K. l 

17 . BARLETTA AND I PLAN TO CONTINUE THIS USEFUL DI ALOGUE . 
THERE REMAIN MANY OTHER INDIVIDUAL TOPICS TO DISCUSS , 
E.G., REGIONAL AND MULTI LATERAL ISSUES , WHICH WE WILL 
ADDRESS WHEN BARLETTA HAS SELECTED HIS NEW FOREIGN 
POLICY TEAM. EVEN IF SOME OF BARLETT A' S EXPECTATIONS 
SEEM UNREALISTICALLY INFLATED , IT CLE ARL Y BEHOOVES US 
TO TRY TO BE FORTHCOMING IN ADDRESSING SOME OF HIS TOP 
PRIORITIES, SEVERAL OF WHICH APPEAR TO DOVET AI L WITH 
OURS . 
BRIGGS 
BT 
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TAGS : OVIP, PREL , PM (ARDITO BARLETTA, 
SUBJECT : BACKGROUND AND THEMES FOR THE 
PRESIDENT ELECT NICOLAS ARDITO BARLETTA 
JULY 24 - 27 

l . S-ENTIRE TEXT. 

NICOLAS) 
VISIT OF 
TO WASHINGTON, 

2 . INTRODUCTION: PRESIDENT ELECT NICOLAS ARDITO 
BARLETTA WILL VISIT WASHINGTON JULY 24 - 27. THE 
VISIT WILL INCLUDE A CALL ON THE PRESIDENT , LUNCH 
WITH THE SECRETARY, AND MEETINGS WITH OTHER HIGH 
ADMINISTRATION OFFICIALS AND DIRECTORS OF INTERNATIONAL 
FINANCIAL INSTITUTIONS . THIS MESSAGE PROVIDES 
BACKGROUND ON THE PROSPECTS FOR A BARLETTA GOVERNMENT , 
SUGGESTS THEMES THAT WE SHOULD PURSUE WITH BARLETTA 
IN THE COURSE OF THE VISIT , AND FLAGS THEMES BARLETTA 
MAY WANT TO EMPHASIZE IN HIS MEETINGS . 

3 . THE ELECTIONS AND THEIR AFTERMATH : BARLETTA IS 
THE FIRST ELECTED PRESIDENT IN PANAMA IN 16 YEARS. 
AS A RESULT HE WILL BENEFIT FROM A SIGNIFICANTLY 
STRONGER MANDATE THAN ANY OF HIS FOUR PREDECESSORS , 
AND HIS ELECTION COULD PROVIDE AN OPPORTUNITY FOR 
PANAMA TO MOVE TOWARDS BECOMING A TRUE DEMOCRACY . 
HOWEVER , THE MAY 6 ELECTIONS WERE FLAWED BY MISMANAGE
MENT AND WIDELY BELIEVED CHARGES OF FRAUD , AND BARLETTA 
WAS DECLARED THE WINNER BY THE PANAMA DEFENSE FORCES
CONTROLLED GOVERNMENT WHICH SUPPORTED HIM BY A TINY 
MARGIN OF ONLY 1713 VOTES. THE ELECTION WAS AL SO 
MARRED BY INCIDENTS OF VIOLENCE , ONE OF WHICH MAY 
HAVE BEEN PERPETRATED BY THE PANAMA DEFENSE FORCES 
(PDFl , THAT CAUSED TWO DEATHS AND NUMEROUS INJURIES . 

ELECTORAL MISMANAGEMENT AND ALLEGED FRAUD HAVE 
EMBITTERED THE POLITICAL OPPOSITION IN PANAMA AND 
CALLED INTO QUESTION IN THE EYES OF SOME OF PANAMA ' S 
DEMOCRATIC CREDENTIALS AS ONE OF THE FOUR CONTADORA 
POWERS. 

I' 

PSN : 04 1297 
CSN: EH Al 9l 

4 . THE U. 5. POSTURE: THE U. S. REMAINED STRICTLY 
NEUTRAL AS AMONG THE VARIOUS CANDIDATES DURING THE 
PRE-ELECTORAL PERIOD AND THE ELECTIONS THEMSELVES, BUT , DECLASSIFIED 
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PROVIDED STRONG PUBLIC AND PRIVATE SUPPORT FOR THE 
DEMOCRATIZATION PROCESS AND FOR A RETURN TO FULL 
CIVILIAN RULE IN PANAMA. IN SHARP CONTRAST TO PREVIOUS 
P ANAMANIAN ELECTIONS , U. S . / PANAMANIAN RELATIONS WERE 
NOT A CAMPAIGN ISSUE , AND IN FACT THE MAJOR CONTENDERS 
SOUGHT TO CONVEY THE IMPRESSION OF U. S . SUPPORT. SINCE 
THE ELECTIONS WERE FRAUDULENT IN THE EYES OF THE 
OPPOSITION, EARLY U. S . ACCEPTANCE OF BARLETTA ' S ELECTION 
WAS STRONGLY RESENTED BY MANY OPPOSITIONISTS . BARLETTA 
HAS MADE STRONG OVERTURES TO THE OPPOSITION TRYING TO 
CONVINCE THEM THAT IT IS IN THEIR OWN LONGTERM INTERESTS 
TO WORK WITH HIM TO STRENGTHEN CIVILIAN GOVERNMENT BUT 
HAS HAD LIMITED SUCCESS SO FAR . WE HAVE A STRONG 
INTEREST IN STRENGTHENING CIVILIAN RULE IN PANAMA , 
WHICH BARLETTA NOW REPRESENTS . AND NEED TO WOR K WITH 
HIM AND HIS GOVERNMENT FOR OTHER REASONS . HENCE 
HIS VISIT TO WASHINGTON IS NEARLY AS IMPORTANT FOR 
US AS IT IS FOR HIM. HOWEVER . WE MUST ACCEPT THAT 
HIS CORDIAL RECEPTION IN WASHINGTON WILL BE SEEN BY 
SOME IN THE OPPOSITION HERE AS UNWARRANTED BECAUSE 
OF THE FLAWED NATURE OF THE ELECTION . 

5 . BARLETTA WILL FACE TWO MAJOR CHALLENGES WHEN HE 
~ .. IO POWER ON OCTOBER l l ; 
-- HOW ru ACHIEVE SUFFICIENT FREEDOM OF ACTION AND 
INDEPENDENCE FROM THE PANAMA DEFENSE FORCES AND THE 
RULING PRO PARTY , TO WHOM HE OWES HIS ELECTION , IN 
ORDER TO RUN HIS OWN GOVERNMENT AND FOLLOW CONSTRUCTIVE 
POLICIES, AT LEAST SOME OF WHICH (SUCH AS ECONOMIC 
AUSTERITY MEASURES) ARE LIKELY TO BE HIGHLY UNPOPULAR . 

WHERE TO SECURE THE FINANCIAL RESOURCES NECESSARY 
TO FUEL A .RECOVERY OF THE DEPRESSED ECONOMY , CARRY 
OUT BROAD AND NECESSARY REFORMS, AND MAINTAIN THOSE 
GOVERNMENT PROGRAMS AND BENEFITS NECESSARY TO RETAIN 
POPULAR SUPPORT. 
BARLETTA' S PRINCIPAL SUPPORTERS, THE PDF AND THE PRD, 
ARE NOT NECESSARILY HIS FRIENDS. HAVING GONE TO 
GREAT LENGTHS TO ASSURE BARLETTA' S ELECTION, NOREIGA 
AND THE PDF WILL PRESUMABLY PROVIDE THE BARLETTA 
GOVERNMENT WITH AMPLE PUBLIC SUPPORT, AT LEAST TO 
BT 
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~ 
BEGIN WITH . HOWEVER, THERE IS NO INDICATION THUS 
FAR OF ANY PDF INTENTION TO GIVE BARLETTA A FREE 
HAND, MUCH LESS SUBMIT TO EFFECTIVE CIVILI AN 
SUPERVISION AND CONTROL . THE PRO, WHICH 
WI LL CONTROL THE NEW L EGI SL ATI VE ASSEMBLY , HAS 
ALREADY SERVED NOTICE ON BARLETTA THAT THEY DO NOT 
INTEND TO GIVE HIM A FREE HAND BY FORMING A SERIES OF 
STUDY GROUPS TO PARALLEL THE STUDY COMMISSIONS 
BARLETTA HAS LAUNCHED TO HELP HIM FORMULATE POLICIES 
FOR HIS GOVERNMENT . A CONFRONTATION WITH THE PDF 
AND / OR PRD, PERHAPS EARLY ON AND PROBABLY OVER THE 
ISSUE OF CORRUPTION, IS NOT UNLIKELY. CLEARLY 
BARLETTA IS GOING TO NEED ALL THE HELP HE CAN GET 
FROM US IF HE IS GOING TO SURVIVE AND MAKE HEADWAY 
TOWARDS SOLVING PANAMA ' S MANY PROBLEMS. 

6 . ON THE ECONOMIC FRONT, THE BARLETTA GOVERNMENT 
WILL FACE 18 PERCENT UNEMPLOYMENT RISING TO OVER 40 
PERCENT IN SOME AREAS ; SLUGGISH ECONOMIC PERFORMANCE 
AND NO SIGNS OF MAJOR INVESTMENT FROM EITHER DOMESTIC 
OR INTERNATIONAL SOURCES ; A HEAVY BURDEN OF INTER
NATIONAL DEBT, THE HIGHEST PER CAPITA IN LATIN 
AMERICA ; AND THE NEED FOR AUSTERITY, IMPOSED TO SOME 
EXTENT BY THE IMF . BARLETTA WAS CHOSEN AS THE 
GOVERNMENT PRESIDENTIAL CANDIDATE AT LEAST PARTLY 
BECAUSE OF HIS ECONOMIC EXPERTISE AND REPUTATION 
AS AN INTERNAT I ONAL BAN KER . HIS ELECTION HAS R AISED 
EXPECTATIONS THAT WILL BE DIFFICULT TO SATISFY . HE 
WILL NEED MONEY, AND LOTS OF IT . HE IS LI KELY TO 
LOOK TO US FOR A BIG CHUNK OF HIS REQUIREMENTS. 
IN THE ABSENCE OF SUFFICIENT FUNDING FROM OTHER 
SOURCES, THE BARLETTA GOVERNMENT MAY SEEK TO 
INCREASE REVENUES FROM THE PANAMA CANAL . 

PSN:041302 
CSN: EHAl 92 
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l 
A PPROACH T Q BIi AIEl?Os. o~m It>ITil?t>tOIIONAI PROBI EhdS IS 

..-"t: I KEL 'r TO BE CONSTRI ICTI'a'E AT LE,a,eT T0 ~iCI N WI Tt,.i ., 
.=tt,wevER, IT SHOU L D BE MADE Cl FAR TQ BARLETTA THAT 

"OOR SUPPOR T CARRIES WIT~ Il C~BTAIN EXPECT A TIONS , 
;wcLODTNG CaOCFR;,TieN IN ,;;LiTAAv APJQ eaNAMA CANAL 
MATTERS, DRUG CONTROL , AND CENTRAL AMERICA- AS WEI I,. 
AS IN THE AREA OF POLITICAL DEVELOPMENT LOOKING 
~WARDS IHE I $89 PRESIQfNJI Os. ii FCJIONS THEMES OF 

vf 
TEREST TO US CAN BE DIVIDED INTO FIVE CATEGORIES : 

-- PANAMA CANAL TREAT Y IMPLEMENTATION. 
-- NARCOTICS ENFORCEMENT AND MONEY LAUNDERING. 
-- CENTRAL AMERICA AND CONTADORA . 
-- POLITICAL DEVELOPMENT. 
- - ECONOMIC RECOVERY AND DEVELOPMENT . 

8 . TREATY IMPLEMENTATION: THE PANAMA CANAL 
TREA4fiES HAVE WORKED EXTREMELY WELL . DISAGREEMENTS _ 
AND DIFFERENCES IN I INEVITABLY 

N HANDLED ADEQUATELY UN 
i:.BEATY STRUCTURE ITSELF , SEVERAL OFT 
TO A HEAD BY SEPTEMBER 30 OF THIS YEAR, DRIVEN BY 
THE FIVE YEAR HORIZON UNDER THE TREATY. INCLUDED ARE 
THE DISPOSITION OF THE U . S. ARMY SCHOOL OF THE AMERICAS 

(USARSA) ; THE REVERSION AND POSSIBLE LEASEBACK OF 
PANAMA CANAL COMM! SSI ON HOU SI NG TO THE U . S . FORCES ; 
AND THE LOSS OF CERTAIN PRIVILEGES (PX, COMMISSARY , 
AND APO! BY PANAMA CANAL COMMISSION EMPLOYEES . 
SINCE BARLETTA DOES NOT ASSUME OFFICE UNTIL OCTOBER 
11, HE WILL NOT BECOME DIRECTLY SEIZED OF THESE 
ISSUES, AND THUS FAR HE HAS SHOWN A MAR K ED RELUCTANCE 
TO BECOME INVOLVED . HOWEVER , HE WILL HAVE TO DEAL 
WITH THEIR FALLOUT , AND HIS COOPERATIVE ATTITUDE 
COULD GREATLY FACILITATE ANY ARRANGEMENTS REACHED 
WITH RESPECT TO THESE ISSUES . 
9 . OUR LONG TERM PRINCIPAL INTERESTS IN THIS AREA ARE: 
BT 
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SUBJECT: BACKGROUND AND THEMES FOR THE VISIT OF 

T.,!:if- EFFiCili ~IT ANO ECONOMICAL FUNCIIO"IH>IC. O~ TM-E 

CANAL UN~~~ ~~E END OF THE TREATY AND T~~=~A,~~E:=-,:; 
~HI R USE OF OUR MILi IARV FAC i c:r: A AMA . 
-- THE NEGOTIATION OF A CON TI NUED MILITARY PRESENCE 
rN PANAMA AFTER THE YEAR 2000 3 

UISCUSSION OF THESE TOPICS WILL NECESSARIL Y BE A 
LITTLE ELLIPTICAL , BUT IT IS IMPORTANT FOR BARLETTA 
TO GO AWAY WITH AN UNDERSTANDING OF WHERE OUR MAIN 
INTERESTS LIE . 

10. NARCOTICS MA"T:TERS : THIS IS BECOMING A SUBJECT 
OF GROWING IMPORTANCE TO US , AND BARLETTA SHOIII i;;> 

UNDERSTAND THAT WE WILL INCREASINGLY JUDGE OUR 
RELATIONSHIP WITH OTHER COUNTRIES ON THE BASIS OF 
tBETR PERfiORMANtE IN THE NARCOTICS AREA. THE 
CONGRESS IS ALSO LIKELY TO CONSIDER PERFORMANCE ON 
NARCOTICS ,IN REVI.EWING LEGISL ATION INCLUDING 
ASSISTANCE AND OTHER ECONOMIC BENEFITS. THE PANAMANIANS 
HAVE ·BEEN BOTH SUCCESSFUL AND COOPER ATIVE RECENTLY 
ON THE ENFORCEMENT SIDE ~HIPBOARDING AGREEMENT , 
INAIR CASE , DARIEN DRUG LABOR ATORY BUST , DIETHYL 
ETHER INTERDICTIONSl AND WE HOPE COOPERATION WILL 
CONTINUE. OUR MAIN INT~~~$~~; ~H~~ ~~ A~~~; 

/

REACH I NG AN°AGBEE MENT W A MA A 
LIMI TED EXCHAl>IGE OF I tt!E0Rb1 AT TON ON FINANCIAL 
1J1 AN5AGI IOl>IS I'>l\/01 \/ ING NA RCOTI CS GE NERA TED F IINOS 
THERE REMA I NS ABSOL UTE RESIS TA NC E I N PAN AMA TO ANY 
GENERAL BREA CH OF BAN K SE CREC Y BECAUSE OF A PERCE IVE~ 
NEGATI VE I MP ACT UPON I HE ii At>I K Il>IG T NQV$ I B'£.,- ONE OF 
PANAMA' 5 LA RG EST EMPLOYERS . WHILE THERE HAS BEEN 
SOME POSITIVE RESONANCE IN PA NA MA TO U. S . PRODDING 
FOR A COOPERATIVE AGREEMENT LIMITED TO DRUG-RELATED 
MONEY FLOWS , WE MUST KEEP UP THE MOMENTUM. 

11. PANAMANIAN ATTORNEY GENERAL CHANG VEGA WAS IN 
WASHINGTON AND RETURNED WITH A pRAE I OF O k I MI Tli~ 
~BFEMENT. DR . CARL TON TURNER , THE PRE SI DENT' S 
SPECIAL ADVISER ON NARCOTICS , VISITED PANAMA IN 
JUNE AND URGED ACTION ON THE DRAFT AGREEMENT. THE 

SEER ET--
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LAME DUCK ILLUECA GOVERNMENT HAS DONE NOTHING. AS 
ONE OF THE AUTHORS OF PANAMA'S BANKING LAW, BARI ETTA --. 
MAY ALSO BE RELUCTANT TO CONTEMPLATE SUCH AN AGREEMENT. 
HE SHOULD NOT BE LEFT WITH THE ILLUSION THAT JHIS 
ISSUE CAN BE SHUNTER T□ THE 

ORCEMENT COOPERA ION IN LIEU OF 
AN EXCHANGE r.ar FIPJAPJCIAL IPJFOlii?VATTOt;l, 

~ARLETTA SHOULD BE PRESSED EPB 4 DAIE QN WHICM, 
lTISCUSSIONS Ola TMIO gi;iAFT 'IMIIEP AGREEMENT CAN RESUME_ -
12 . REGIONAL POLICY AND CONTADORA: PANAMA HAS BEEN 
PRIVATELY SUPPORTIVE OF U. S . POLICIES IN CENTRAL 
AMERICA, AND HAS ALSO PLAYED AN INCREASINGLY 
IMPORTANT LEADERSHIP ROLE IN THE CONTADORA PROCESS . 

13 . POLITICAL DEVELOPMENT : IF WE ARE TO SUPPORT 
BARLETTA IN ORDER TO STRENGTHEN DEMOCRACY AND ENHANCE 
CIVILIAN RULE IN PANAMA , IT S~DULD BE UNQEBSJQOP 
THAT WE EXPEGI PPOGQiiSS Ibl THE AREA OF POLITICAL 
UEVELOPMENT LOOKING TOWARDS BETTER ELECTIONS IN 1989 
]NP AN EVEN BSEAB FDS THE o€£3dt!AAIXC UPPU$1 I Jtli<J , 
SPECIFICALLY, WE HOPE TO SEE: 

FURTHER IMPROVEMENTS IN THE ELECTORAL LAW AND 
IN ELECTORAL MANAGEMENT TO AVOID A REPETITION OF 

THE FAULTS OF THE RECENT ELECTION. 
REASONABLE ACCESS BY THE DEMOCRATIC OPPOSITION 

TO THE MEDIA, INCLUDING A FAIR AND NON-DISCRIMINATORY 
POLICY BY THE GOVERNMENT WITH RESPECT TO THE ESTABLISHMENT 
BT 
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TAGS : OVIP , PREL , PM (ARDITO BARLETTA, NICOLAS 1 
SUBJECT : BACKGROUND AND THEMES FOR THE VISIT OF 
OF NEW PUBLICATIONS OR RADIO OR TELEVISION STATIONS. 

THE RETURN OF GOVERNMENT OWNED OR CONTROLLED 
MEDIA TO PRIVATE OWNERSHIP AND CONTROL. 

FULL PUBLIC INVESTIGATION OF THE INCIDENT OF 
MAY 7 THAT RESULTED IN ONE KILLED AND SOME FORTY 
INJURED . 

14 . ECONOMIC RECOVERY : PANAMA ' S ABILITY TO BE 
FORTHCOMING IN AREAS OF INTEREST TO US DEPENDS IN LARGE 
MEASURE ON ITS ECONOMIC SITUATION AND PROSPECTS. 
UNEMPLOYMENT IS ALREADY HIGH AND IS EXPECTED TO RISE 
FURTHER, INCREASING THE POTENTIAL FOR VI OLE NT PROTEST. 
PROGRESS TOWARD DEMOCRATIC POLITICAL DEVELOPMENT IS 
NOT LIKELY TO OCCUR IF THE SITUATION WORSENS MARKEDLY . 
DEBT SERVICE PAYMENTS ARE CONSUMING NEARLY 50 PERCENT 
OF GOP REVENUES AND THE DEBT MAY BECOME UNMANAGEABLE AT 
SOME POINT , GIVEN HIGH INTEREST RATES AND LOW ECONOMIC 
GROWTH . IT IS IN OUR INTEREST TO URGE BARLETTA JO 
IMPLEMENT RAPIDLf" GNED TO PROMOTE PRIVATE 

E WASTAGE OF RESOURCE 
RSE TO NEW BORROWING. 

15. THEMES BARLETTA IS LIKELY TO RAISE · AS INDICATED 
ABOVE, -~Al'!!LET'FA' 9 S9MCFBNS ARE LIKELY TO BE FOCUSED 
~AINLY ON MONEY AND ECONOMIC BENEFITS, INCLUDING : 

AENffIIS •O~ PANAMA UNDER tg~ CS!. 
POSS'"l::et;LE MIL IT ARY ASSISTAJ:::LC.E_ 
U. S. ASSISTANCE AND SUPPORT WITH IFF ' SAND THE 

INTERNATIONAL BANKI NG COMMUNITY IN MANAGING PANAMA ' S 
DEBT BURDEN AND FUTURE BORROWING. 

INCREASED CANAL REVENUES . 
LAUNCHING MAJOR CANAL IMRPOVEMENT PRDl~C,LS. 
ESF ALL~AIIOP+--- TIMING AND AMOUNT ; URGENT NEED 

FOR FINANCIAL ASSISTANCE FOR 1985-87 . 
-- Tg~!~iA~A.S.. OR OTHER POSSIBLE U. 5 . RESTRICTIONS 
ON PA XPORTS TO THE USA . 

HIGH INTEREST RATES WHICH MAKE PANAMA' 5 DEBT BURDEN 
MORE SEVERE . 
SINCE IT IS IN OUR INTERESTS TO SUPPORT BARLETTA 
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AS MUCH AS POSSIBLE , WE WILL WANT TO BE AS FORTHCOMING 
AS WE CAN IN THE ECONOMIC AREA . MOREOVER , t.. QOLI AR ' S 
'@RTH Of ASSISTANCE EARLY ON IS LIKELY JO BE WORTH 
TEN QPI I AR$ LATER IN TERMS OF STRENGTHENING BARLETTA 
I1',I THE FACE OF THE PDF AN D AND IN WINNllll\3 1"0~ 

UPPORT HEN 

HIS GOVERNMENT IN 

16 . CONCLUSION: IN SHORT , THE DEPENDENT NATURE AND 
t PdITED MANDATE OF THE BARLETTA GOVERNMENT MAKE I 1--. 
LESS TH*~ THE IDEAL VEHICLE FOR REAL!z!NG soME""" 
of OUR __ I ICX OBJECTIVES IN PANAMA, ~~~ ~H~ ~b~ IS 
LIKEkX TQ J;IEM,A.HI Tit& RiAl PQLITICALEOOl\i'I~ 
TIME TO C9ME. 4 HOWEVER , IT IS IN OUR LONGTERM -
INTERESTS TO WORK THROUGH BARLETTA AND THE CIVILIAN 
GOVERNMENT EVEN ON MATTERS OF DIRECT INTEREST TO 
THE PDF. THIS MAY MEAN PUTTING UP WITH A CERTAIN AMOUNT 
OF FRUSTRATION AND DELAY ON MATTERS OF INTEREST 
TD US WHILE THE BARLETTA GOVERNMENT ORGANIZES 
ITSELF AND LEARNS HOW TO MANAGE RELATIONS WITH THE 
NEW LEGISLATIVE ASSEMBLY ; BUT ~ SHOULD AVOID THE 
TEMPT A TI ON TO SHORT CI RC\/ I I IHF PROCESS BY GOING • 
DIRECTLY TO THE PDF ON KEY ISSUES. PRYCE 

SEC"REf 
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MEMORANDUM 

THE WHITE . HOUSE 
tf 

WASHINGTON 

SITUATION ROOM CHECKLIST September 25, 1984 

SE--;, 

.. 

- Barletta's Current Situation and Short-Term Goals 

Panamanian President-elect Barletta told Ambassador Briggs on 
September 21 that he wants U.S. help in three areas: support 
against the opposition, help i'n emphasizing civilian predominance 
in his government, and $60 million in grant aid. Barletta also 
wants to know if the U.S. can convince the opposition not to hold 
a mass rally on October 9 to protest his inauguration because of 
perceived electoral fraud. 

o He believes tha~ with $60 million in grants he will have 
a chance to impose real and viable austerity on Panama 
and successfully reschedule loan repayments;- Barletta 
intends to mention this to Shultz on October 10. 

In his first 90 days, Barletta intends to revise the labor code, 
curtail corruption within the government, sharply cut government 
spending, and present new taxes. Except for the corruption issue, 
he expects these to be unpopular and he will initially need the 
help of General Noriega and the Panam~nian defense forces. He 
intends to signal very clearly at the outset that he -- not 
Noriega -- is in charge. CS) 
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