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Se.ret.!y r!a.x C. Calluc.i

Dep-uty Dilecto! Robelt u. Gat€6
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dii;ecto! Janes c. nille!

crNc u. s. souTHcou

senato! Sovald ,J. Baker
xenneth li. Duberstein

i6;e s. solzano lNotetake!)

c€relaI Porell: Good "rt€laoon, ur. PleEidenr. Se-.etd'yc-:;li;;i i-*esrrtying on th€ HiIl and he krlt be ro'nine us
Iare!. r rhihh

l!9_9gej49!!, rhanx you. you atl Ino, the 6iruarion in plnaa.
se hdv€ called pubticlv for Noljega,s deparEule and qe contrnucfo 

'ecognlze Pr€Eiden! Delvdl!. as Ehe leqirrMre teader of
Panana. Baaed oD yoo! earlier aalvice, I have alleady decided on

(l) inclease inEpectiols ol Pan@niaN by rNs ana custoh.t(2) ast o!h6! countries not to plovide lssistance to rhe Norieqa
ieglher and {3) Euspend GsP and clr trade benefitE for panana.
!t€ bav. held up rtrnourcenent of these steps pelding today'sdiscussion. while nolieg! is under heavy ecoDotric p!es6u!e. se
n€ed to .o.sj.der {hat fu.ther heasules rhe U.S. night take rop!esst!. hih ro 1eave. cenelaI po*etl ie ready to tead the
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Ge.eral Po@lI: Thank you, xr- P'estdent. up !o noe ! belteve
Ehar tn6r€ ale threc Points uPon uhich ue dle cll tn agreeneht.
aifst, Norlega nust leave, Your A.tninistletion is publicly
on-the-le.ord on this natter. To fatl rray flob this position
rourd l!ev. .egatrve consequenc€6. secondlyr se recognize plesiit€rt
Delvalle .s the laeful Pfe6i.tent of larea and certatn roqical
conBeqo€nces fall floE this lecogn!tlon. aDd, rhiro. rnri ve
wilf falthfully comply vith the tefr6 of the P!n!m Canal Tleaties.
It 1s our a.sessoent tbat econonlc tools a!6 best sutted to blinq
about the objectlv€ of a deEoclatic Pane. rhe u.s. co.9rc6s is
unuElally uritcil ard will eupport our 9oa1. our pli.cipal
objective is to unaelstaDd the alternativ.s befole us and to
constde! rtrether to inpose the lDelsency gconomic
Po,er8 ict (rErPA). lob Gate. to tell us ehethe!
afl of this {i1l tolk.
lobert Gates: In ?anua the barls leMin c10s€d, cash is in
;E;t-snFnlt, they only have resewes of gI0 drlion but they
have just lecelved an additional 9I0 hilfion rhi6h rilt elable
rheb to pay tbe rar@nian Defense Folc€s (PDF) this afternoon.
Nollega believes that h€ caa sct an extla $s Dlltion !.ob otbet
deposlt. and anotber SIO Eirlion flom dtug roDey laqbdeting. the
regi@ believe3 it haE the financial lesollces to llst untif
uareh I7. checks ale beiDg cashed rt lEIf face v.1ue. soie ale
inpoltirg caEh f!o& r.lidi. cash hoalding its colMh. The regine
h.s installed special stllls to cash the retlleDeDt checls and
there .re lines of up to 400 p€ople in tlont of tho3e stalls.
Thei! options this liquldtty cli3is ale to unfleeze
PaD.maniFn aleposits in tbe United States thlough le9a1 beans, to
recoive loans frd other countriesr to obtain loans flon dlug
tlaffickels; ro launder @ney (there ale repolts that th€ regire
i. offerlng ro launde! non€y eithout the usual c@i6sion) r to
issue bonds:anat we have leports that Norieqa is seeking to obtaln
S40 riltlon'f!@ Libya.

The thlee opposttior prlti€s and the civlc clusade have unlted in
to the uDiteil gtates to fo?ce

1r!t can Noliaqa do? retl, celtaiDfy ue ,ill see an escalation
of arti-u.s. !!6to!ic and harassDent o! our dip1o6ltic and u.s.
persoMel will inc!€a3e. Thele rill be arti-u,s, ilaon€tlationsl
pelhapB in lront of tb€ elbassy- lte @y ast to! the ritldraFal
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or sorJlHco}. and declare
!!-M!g !9! g!s!a. rD Lhe rjncncial f eld hF has fel oprlons,

measu'es agarnsl us bur ihey vrrl hulr hih ioo. o.epossible except:on vo-ld be to halL rhp oit ft@ Ehrouch thepipeli.e. tre do rot belteve he $ourd rik€ ro int€!fe!; ,ithcanal operations, te could, houever, nake tife ittfficul.t bycutting utilities lnil seFices to tne zole.
Nori€ga's iMediat. problem ls to r€store older ro rhe bankinosyefeh. If he succeeds tn rhd!, Lh. econon)c siruarjon qlt!
gradu6lry lnplove.nd h€ qill re9d1n his polrticaj t@tinq,It he faLls, he !Ln€ rh- rtsk oI oeinc pushed aside. ln;on.tu5ron,
M!. Plesidelt, I would like to make five observations:

(r) are iuthtess people. e shoutd
tlrey are p.€prleit to do in orde!

shoula! rot oveleslitrate rh€is seak, tbe opposttlob ls

{31 It tlre PDI wele to push Noriega aside. they vill notallas a cj,vilian opposition gover@ent to coEe to

(41 The Dext Panfrniab GoverMent vill be eirhe! mitirary
o. dilitary-dooi.ated and ,e should be a,are thatI€ftist tendencle6 a!€ ride3pread in rh. Iw ranks of

!€polts that the Eitrari6n has potalized ro thethat serlo!6 viofence is probable.

se.letaly shultzr woufd you lil<e to give us your

Secler!Ev Shultz: Ilt. President, I lould lile Lo rejnrorc€ you
openlog 3t.te4nt. Nolieqa DusL so. This fctlo, has been
irdictEd by tb€ Justlce DeFltnent Jo! itrug-lunning. Bhateve!
legitinacy Delvallo @y have o! horaer eeat he @y b€, be srilt
leplesents civilian aurholity in Plnea. Noriega pulred anilitaly coup agailst hir -- a tot.l mocJr€r!. It sa6 . bloodless
coup, but stilt . co!p. lthiB has ibplications fo! civir/el1ira.y
lelationships .11 ove. Latin Anerica and it is beirq rltched to
see vhethe! {e are su.cessful. At this rcnent se have llehendous
cledibility plobl@s iD centlal Arefica. Congtess has pulled thelug flon !nde! uE 1n Nj,calrqua and lhe sltuatioh ia closc ro
unravelling. ou! latest irfonation is rhat re sandinist.s alegatherilg for a l^oclolt pu^ch t6 the ContlaE. If Fe add ro thi.

Notteqa aoil bis gloup
not urdelestinate rhat

O! the ottle! hantt, Pe
oPPosition. DelvalI€
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a delear i! Panea, tt neans that ee have s€lious problens in thearea. !€t'5 rocogdize that re ale tn a fight to rhe finish,
Delvalle nay oot be huch but he fir€d Nolieqa. He has
successfullv olcnesrrated rhe financrat srrrteqy thot is pL!rrnq
a squeeze oa Notieqa. Let thete be no doubr about rt, Nolieoalas to 90, I repeat this because there ale a1t so.ts or suq;esrionsthat because he car hurt us, ve hlst deal vith hih. 

"ne 
no;;nt

we deal wlrh hin, ve have 1ost. Tharis ahy r agree with you,
i|!. Plesident, he nust go. n€ have to eor* slrh the lan4anian
peopl€ bur ve hust rake suie rhar *e do ,in. and {e ought to
1oo\ at ewerythlng that c.n contlibute to rhar end, The msteffective is tne firancial sqleeze. It is having an eff€ct not
bur rhis is a deterioratinq asset- The more tihe that Dasses.th€ less iEp.cr rhc squeeze rill have beccuse he uouLo;ave
developed access to hore funds. h'hat a vicroly fo. dlug tlaffickersto have Pantu, to cortrol its bankihg system, ro fiove in an

opelate3 on our orn cullency- Tlley eill ieltainlvtry to help hin. They have noney, plerty of froneyr a5 ,€ at1

The restlictiona on finance ftows rhich ale cullertly in pla.e
rre v€ly flagtle. rbey ar€ holdinq becalse re recognize Delvalte
as Presldent of PaDda, bdt laryels Fill soon find rays ro

or these L4po!a!y !€st!a!r rnq oldeEs ana then the
house of cardE rill cde tr{blilg dlh. Fultbeaoler ou! banks
in Panda, fo! inEtance, the chase ilanhattar aant. has S4oO
nillion in Panda. $11 billion in cash reselves. It is a velyprofitable op€ration. they vaDt to help. they *ant to freez€
the fu!d. blt tbey leed soee leqa1 cove!. so re a!. in a
uin/tose situation and se have got to rin. If 16 lose, it is a
big loss, otr! plj.ncipal tool i5 a ftnalcial squeeze and ve need
to ibpose IEEPA lDd use it rh€, r. Deed it o! tllen it be.des

I aft aeale of tlle valtols ploFosals tlat re should offer not to
extladite Norieqa if he sele to teave for arothe! country.
J nust say thnt tbat lspect does not appeal to ne. ?his is a
f.st-dovlDg p!oces., re need to hit it every ttay. It can qet
asay f!@ !a if re do not stay on top of it.
General P4.ll: rhe lestraininq orders
;;i;;i;;-;6-the canal. rhese levenues

rre can stop theh ia re
c€rtification frob th. state DePrrt!€nt
legitinate PlegideDt of Pan@a and then
lcvenues fron goitrg to Nolieqr.

ale Dot applicable to the
are rot being !€6tlained

eaDt. All ee leed is a
that Delvalle is th6
w€ can stoP canal
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The lresiitent: fihat is the potentiat for this bm to ibpede rhe

Cene'a) koe,ne.: Mr. P!-s1dent, le doeE nv!];;a;-i;;iE Lbe ope'a,-on of lhe can.l.
The llesident: I d not ,ofti.d
l;nd:E;=;?-rc-Nes wrlch nay stop the canal.
General tro.iner: xr. Ptesident, re are fu1ly
against that solt of nove,

sec.et.rv Ca!lucci: x!, P!-!idenL, "e aLso hdve to ke-p 1n m.no,
hoeeve!, Lhat Lhele are 1600 fatuLlies nor on the base dnd rhov
are velv vulnerdble.

Secr.tarw Bdter: Noliega could "lso plohib t repayrenr tocomerciar bahks (db€ur sl nitlion) in letaliatior but !fis
sbould not be a controlllng faclo! in ou! decision.
G€neral Porell: Flank, ,ould yo! 1tk6 to analyze the sltuation

Sec!6talv carlucci: ur. Plesiaent, I apologiz€ for arrlving
late. I vas re3tifytng on trle sill. G€olge said thar Noliega is
bad lers a.d that Nolieqa ha3 to 9o, but 1et's keep in nind tn.t
ou! goal is stability a.d the seculity of the caral. rihar good
ts it ro get Noriega out if it leawes a legacy of tqmoil whicb
would hake difficnrt the long-tod lunning of the crnal? I also
,ould like to lrnor rhethe! shen you use retus tike ifight to the
fini3h", does it nean that re ale getting ready to use nititary
force? ue have to look aL thd. optron because on Lhe bds-s of
rhat Bob Cates saiat, wo are not celtain that ,e crn wi! witb khar
ve have. $e have to i.crease plessule but ve also have ro teave
hih a taY o!t. Norlega. And, Il!. llesidentr
I sill asl ceneral troelne!, CINC Us SoUTICOtt to say a far co!.ts.

Ger!9!41 wQe!4€!: th. !D! is solidly behind Noriega. se has
:ia;ai;i.fiaentifyinq hinEelf slih the irstitution. rhe
iDslitution feels both isollted ard thleatened and has closed
ldks aloulal &r1e9a. Yet, lroriesa ts not a r.ee ag€nt. He is
unde! plessule floh tbe oppositioD, the dluq trafficters aDd ou!
recognitioD of Delvalle. That does not teave hiE nany options,
eapecially to lenain i! powe!. se is a isuFlvalist'; he bas
alr.ady betlayed tbe tGdelli. cartel and his om personal seculity
lehails in sudlvinq and reft1ning khere he is even if it luins
t}]e country. e !u€t, the.ef,oler teave a uay out fo! ht5.

I m rortiett dbout

prepa!.d to defend
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secretarw ca!ruccl: vre cannot alienate the ehtile PDF

will fa1l fron poret
mind how many denoclacies inif Noii€ga Ens rlris o!e.
opposilion has actnorledged
the post-Nor.leqa p€riod so !e
erchanqe of one elate for

Adntla] crowe: aven the civilian
iE:T.fi€y iwr tie PDF to sray in
ale here talxing n€lely about the

General !orel1: I thtnt it
1ffi-l6;eo;e sinita ilt

cenerri eoelne.: He has 'nsriturroralized co,luprio-lo{est level of th- PDF, They see Lh€ir oun securrtv as te!6tedto Noriesa renaiDing in porer. Thatrs {hy I don't b;lieve th:rthe opposition can succeed in seplratinq Noliega tloD the !Da.

l{atchilg tbe n€*sleets yest6lday, r was struct bytaking o. civilians tn rhe str€ets of p!,cma.
the ehenies of rhei. own fasities?

is falr to say thar if Norieoa
leplace hin.

secretary Bal(e!: I also aglee rhat Noli€ga should go ard rbat Berust reave hih a say out. l{e can impose rE€pa 1r Just a raiterof hours. IEE?A kontt wor* on cuq€ncy tlansfers iecause thele!.e 5200 bilfior fioating alound rhe rorld, but if re con.lualetbat the t€npolary restraini.g orders enrr be exterded, we ca!

Secretaly callucc!: rhey rill not cover caral !ew6nue6, lighr?
No, rranl, that's for today's dec1s1on.

Ee!rc!.gl_-ee!9r: Ir would be a iathe! dratraric st€p ro invoke
IEEIA in fulI strength lite rhe one ke have hposeat o! r,ibya, rra!
ard Nicaragua. In Panda there ale over 2so banks thvorvea. soneof thd belong ro svitzelland, rhe onitea KingaroE ard cena.y --ou! cloEe allies. In try opinion, this {ind of TEEPA 16,oo

Tbere ale loE ditferent vel6ions of IEEIA rhat ,e shoul.t .orsid6!Fj'sr, to block all paymenls, public and pfjvalA, ro Lhe No,i6qoreqiEe. secohd, to ban .ny curleDcy transfc! to pan&a. This
one is not likely ro be v€r1 effecttve because of the $2oo billionfloating alound th€ world- Tbird, ro ban al1 fiDancial r!.nsfers
{checks, eile transfels, etc.) to Norieqa. vre ,ould be mole
3uccesslul in thi. one than in tbe glevious one bla it can beelsily evaded. Fourthr ar absolute ban on all tlade, firancialtran5actlons, etc., b€t een all entities like re have vtth l,ibva.Ira. and Nicaragua. rhere is a suestion of which one we uant aouse. The filst one is wolLidg .l!eady.
s"e*x\
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If ee do invo*e the filst one, what vould it do

secletalv laj(er:

SIETE-TE--I66fiIe

Attorrev Genelal Feese: That

thefr. we shoutd be Plepared
oldels. I kould suggest that
tenpor6ry restlaining ordere

is hald to tell blt I can tell You,ould be ,orse if ,e did ndt do
to supporr th€ Lenpora(y restlaining
you d€cide to rnvoke rEErA af th.

That's i. line {Irh hy frrst oprron
yes, but let's lehenbe! thlt the secletary of
fo! a strong psychologicat and poritical punch
IEEPA fits rira! bill.

to catch rhe $5 nillion. rl
should do lt to prevelt tte monoy

Adtriral cloue: The tlends in Panchc ale goihg ou. uay. rhe
opposffi; -fs coaleecing. Thele is a gloring .69ionat isolatioD
of Panda. the doqrt ol canal nonev is Dot a knockout blor to
Nolieqa. tle ehould be prepaled fo! the lobg pull. Ee vilt stay
on even if he brings lanaDa to its knees. once you start this by
cornelj,nq Noriega. he can halaEs us. l{e have a di}ema with ou!
dependents in Pan@. If ve purl outr we signal our irtentions,
If ee ]eawe thd 1n, they becone vulnerable. v{e shoDrd be
{orried abou! utiliztng the Canal ih ou! dispuces eith Panana.
re have never in all our contingencies had a plan that folesae
th€ PoP aligned aqaiDst us. If lilitaly force, 'eshould stalt prepalins rlqht nou. rle Deeat advance notic€.

secretrry carlucli: He dlso need to distinquish Lhe tind of
canal paynents ,c .'e tdrrrng dbour, Tne.e ,Ie loughlv
55 million 1n tornage ard a.Duity and seaice tees. w€ vill not
be able to le.eive th€ sedides that our people depend on.

c€nelal Por€ll: tre are trvina
DelvdIIe asl(s
flon going to Nolieqa.

Seclelalv Carlucc:i: He are settilg a bad pleced€nt he!e. we are
into a political dispute beteeer us atd

b€ bad fo! us arou.d the corld,
intlodDcinq the CaDal
Panaba and this vill

senato! Baker: I an not sure ou! fteais sill succeed. ?h€y My,
it ?:a-;=Tre-nsthen Noliesa blt I astee thlt be has to 90. ou!
options a!€ eeaqe! and? thelefore, re qllck1y need to get to the
frilitaly option. I,et ne make thlee polnts. {e bave to be
fasridious about o!! obltgatiols !rde! the Tieaty. r shudder to
think that re have 1500 Dllitart deperdent fanilies tnat ,e

It i6 easie! fo! Nori.ga to get to theh than it
is for bin to get to the ca4al atrd saboiage a canal loc]r. lle
shonld plotect th€h liqht nor. If sonetlrtrg rhould happeD to



iheh, it nill nake ou! probtens in fehera!
ul,r rhaLe obj€ctive is (o pro' ect our vi l.l
-hoold be !-ady. d. neFd Lo ma*e su'e L€
ciency up to ou! eye balls.
The Plesidertr wbat facilities do we have

Ge!e!31 noe!n€!: r{e do not have a hotel o. ba.lacLs or the baseF-Ai-;ft;ate then in 'ith other fahiares.

Senrlor Bcker: vJe hped to ascerLain naneuverinc
looh wirh Noriega. l{e drd tr 1n -he Phrllpprnos by sFnd,nq
senaror Laxalt. $e need to have sone Eorr of contact sith hih ro
se€ vhat his inte.tions ale and {hethe! he p1]t get out.
The Ptesident: Th€ only Lhlnq tdtk to Noriega aboutLilt not s6ek h s crLladtcr\on _! he
uele to teave this is one

Aitrir.l Crowe! Is the $6 million in Palaha Canar paynents golnq

Se.retdlv aa.her: Not in Dy view. oDe rhrng he could do, hoverar,js Lo ctose the oil pipcline Hhich plovides 4r or our o!1 imporls.
There ale tvo outstandinq issu.s. first. is itfor the S6 hilrion a.il give instluctions to

ro do it? flank is saying 1et,s think this tbing
not enouqh to ruie a difre!€nce and ,i1,1 5er a

thele is nothing ,o!se than beinq defeat€d by

Adiiral clore: !,r. Plesiarent, re ri1l get hifr --
pelhaps not by Monday but soone! o! late! se ,i11 g€t ttih.
secleLaly shultz: I would Llke Lo resDond ro
Il;i-i;-:;;-iiiTing the canal in pl-y by vithholdjnq those funds.
I believe that no mtter rhat re do ,e ,ill iuve ro Dur the canal
into p1ay. so fa! ee have not done ruch. Delvalle has dore it;
his laryels have done it on the basis of ou! celrification but I
don't aglee that te should renai. lloof. fie should state cleally
that ,e are on the 6ide of rhe civilia! opposition. we have vely
flaqile controlE in ptace noe and I thinl ,e should put llnla ln
place lnd obtai! the stloog lsycholoqical siqnat tha! vill give
u3. And, finally, if you deciat€ to nov€ militalily against

see& shall. our
interests and we

have hilitary suffi-

to protect the 1600

ssIEI;t6-o
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you bette! h:ve done othe!
advelsa!ies will accuse u.

Attornev GebelaI xeese:
to prepare standby IIEPA

Se.retarv Baie!: I say that if the Darket is uorkins, ret it

ArEorrev Cenelat fiee.er k. oishl ro d^-ioe ihcLhF. ir Le escra
rhe s6 mrrrron jt is th6 prope! Lhina ro do le9ally.

ceoeral PoJeI!: hellr I h"ve hFr. a reporr relaLing Lhe evenLs
.L m oT Nqi"qa's cabinel meellDqE in rhrch ! Paluanran freroF.
of th€ Palea canar co@tssion th€ united states is
sciupulously conplylng {ith the Treaty. Pl.cing thq funds in
esclov i3 not that mrch of a plobten.

r1r. rlesident, vou 6!ou1d autholize us
authoritles to be used in any ew..tualityr

GeDeral PoNell: n!. Pres rdent.

'1;I;FG-III 
plepare a decirion neno.ands io you

ttiscus6 rhetbe! to issle irstrlctions to the Tleasuly
96 hillior in esclow i! lesponse to Delvalle.

(secrercrv shullz ahd disagreed.l secretrly Shlltz
s, 'ETE-IF;;d EI ru.t chF s6 ni::lon but all th€ pavnents

cenelal ?oeell. The othe! issue fo! vou! decision toutd be
;Fe-EiA;-to lrcke rEEPA not or have standby autholities ready on
rhe shelf to plote.t flnanctal flovs in case the tenporary
lestrairilq orders ale lifted. linally, w€ need to consider tlat
,e need to plotect ou! interests lb Panda anil the Aoerican
citlzensr incluitilg the 1500 dePendent fdilies cu!!€ntty in

Secretary Calluccj.: w€ need pronPt guidatce on this lest it€m.

secletalv laker: do it light no{.

adhilal cere: w€fl, te could b!1ng then hone but that {o!ld
:tod=-;E;;Eul stqnar.

I don t nave dny probl.n sith s6ndtng c poverful
;iA;;Tiut-t r rculd tile to c€r teo other qrestjoDs. t{hat rE the
scoDe of olr !isk, and ,hat cab we do about it? And that a.e
oqr_ legal obligations? Fot this. I tould like to Eee ar analysiE
of the.etevant rleaties j,trpldenting I€gislatio! a.d g€lelal
obligations urder intelnatioaal lav. I thinl Fe .ou1d be very
vqlnelable to litigation.


