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hen darkness descended across Europe in August, 1914, as if curtains
were being closed, the locks of Panama’s canal were opened for the
first time to the world’s shipping. Wistfully, it was thought to be the
accomplishment of a new era of peace, as opposed to the anguish experienced in
Europe and the Americas during the previous century. Now, howewer, as then, Niccolò
Machiavelli’s unremitting malice of fortune waits in the wings.
One hundred years later Panama is celebrating its canal’s centennial and Europe and
America are once again being drawn into conflict. When the canal opened, it connected the
eastern part of the Pacific and the North Atlantic oceans, complementing the “Highway to
India”, otherwise known as the Suez Canal. Now, an optimistic Panama is expanding its
waterway as Egypt announces that improvements to its own canal are planned. Closer to
home, Nicaragua has endorsed the building of a 173-mile canal between the Atlantic and Pacific
oceans which will most certainly be a rival for Panama, if it ever becomes a reality (see “Folly or
Destiny?”, Issue 244, March 2014). Surprisingly, although to a lesser extent, so might an
improved Suez Canal.
Even after the upgrade, Panama’s canal, unlike Egypt’s, will not be able to accommodate
ships carrying 18,000 containers. The maximum size of ships (post-Panamax vessels) that will
be able to transit Panama’s enlarged canal will carry up to 13,000 containers, some 28% less.
And despite the Panama Canal being less than half the length of the Suez Canal (and backed up
by a road and rail route for additional transport – Nicaragua take note) there is evidence that
some manufacturing is moving out of China and going to south-easterly areas of Asia where
wages are less and which are nearer to Egypt.The Suez Canal has seen its share of traffic
between Asia and the east coast of the United States of America rise from under 30% four
years ago to just over 40% by October last year.
On either side of the Suez Canal there are expanses of sand which I observed from a ship’s
deck and you realise how wrong its creator, Ferdinand de Lesseps, got both the logistics (no locks)
and the (completely different) Central American terrain when he went on to plan Panama’s canal.
After that the former French diplomat had intended to build a canal across Malaysia.
Latin America, for generations, has faced periods of poverty and prosperity and Panama’s
good fortune, one hundred years on, is plain to see; injections of capital from regional and
international sources have, literally, changed the skyline. Sleepy no more, the country’s capital
hums with vibrancy reminiscent of Singapore a couple of decades ago.
Politically distressed, but rich,Venezuelans have moved to Panama in significant numbers,
creating a “little Caracas” which is reminiscent of Miami’s “little Havana” (if not more opulent).
Venezuela’s President Nicolás Maduro hopes to renew ties with Panama’s new president, Juan
Carlos Varela, after breaking them with the former president, Ricardo Martinelli, whom he
claimed was fomenting a coup by supporting the Venezuelan opposition leader. But whatever
progress is made in normalising relations,Venezuela’s autocratic rule and Panama’s firm
commitment to a democratic society cannot be reconciled for as long as the ghost of Hugo
Chávez haunts Venezuela’s president. Argentina has suffered a similar political fate which has
contributed to an equally abysmal state of affairs. It wasn’t always so.
Compared to Panama in its infancy,Argentina, and not Brazil, was said at that time to be the
country of the future. Its economy had grown faster than America’s over the previous four
decades; neither Germany, France nor Italy could rival Argentina’s gross domestic product
(GDP) per head. The country’s GDP from 1871 to 1914 increased by 6% per annum (the
fastest recorded in the world) and had attracted a large number of European immigrants
escaping from the dismal conditions across large swathes of the European continent (in 1914 at
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least half of the population of Buenos Aires was foreign-born).
Argentina ranked in the top ten richest country’s in the world (once
again ahead of Germany, France and Italy).
But the country had relied too much on trade with Britain which,
in 1914, would be drawn into a world war, after which its place in the
world order would be eclipsed by an emerging superpower, the US. At
the same time, not unlike other parts of South America,Argentina had
a feeble political system; it faced six military coups between 1943 and
1976. The election in 1989 was the first time in over 60 years that a
civilian president actually handed over power to an elected successor.
Economically, there were volatile swings and the country suffered
recessions (during the 1970s and 1980s) as well as hyperinflation
(1989-1990).
Argentina’s social and economic travels (or should I say travails)
along history’s road have been tracked in previous Latin Letters; in
2002 (“Land of Sorrow” – Issue 132, December 2002), 2006 (“Less
Sorrow” – Issue 172, December 2006), 2011 (“Dances of Destiny” –
Issue 221, November 2011) and 2012 (“A Question of Trust” – Issue
226, May 2012). As I write this,Argentina seems well on the way to
another economic crisis, if not perhaps as severe as the one in 2001.
Brazil, which holds presidential elections this month, has been
trying to prise open its neighbour’s borders for purposes of trade but
relations with Argentina are, at best, delicate and have been for a long
time. “Only people this sophisticated could create a mess this big”
goes a Brazilian joke doing the rounds and it underlines a common
belief in Brazil that Argentines consider themselves special. Critics
speak of self-inflicted wounds: a failure to modernise quickly enough; a
dysfunctional trade policy; and an absence of good institutions to put
sound policies in place.
In 2002, I wrote in the South African Banker’s journal that the
political and economic tempo of Brazil is mercurial by nature; facts in
the past decade have shown this to be true. In 2003, for example, Luiz
Inácio Lula da Silva (Lula) from the Workers Party was the first leftwing contender to hold the office in almost half a century and proved
to be an outstanding president. By contrast, a once-thriving economy
is now in recession.

After four years of underwhelming growth, the current health
of Brazil’s economy is touch-and-go and the same might be said
about this month’s presidential elections. Representing the
Brazilian Socialist Party, another Silva – Marina this time – and one
of the founders of the Workers Party, is running for president. Fate
substituted her for Eduardo Campos, her predecessor and running
mate, after he was killed in a plane crash. A positive performance
in the first television debate between the candidates suggests that
she will come second in a first-round vote and then defeat Brazil’s
president, Dilma Rousseff, in a runoff at the end of this month.
There is a view that the state has interfered far too much in
the economy and investors think that if there’s any chance of
changing the government’s course, Marina Silva holds the key. Her
background and experiences, however, do not suggest that a future
President Silva would be a close friend of the business community,
with social and environmental issues high on her agenda (she was
environment minister in Lula’s government between 2003 and
2008).
The daughter of a rubber tapper, Silva was born in Amazônia
and worked as a maid to pay for university. In 2010 she ran in the
presidential elections for the Green Party, campaigning strongly for
Brazil to accept a moral responsibility to become a low-carbon
country; her message was well received by 80% of Brazilians who
now live in cities, the largest of which, São Paulo, has some 20
million inhabitants. Environmental concerns and climate change
have been taken very seriously in Brazil, with eight out of ten
citizens in a 2010 Pew Global Attitudes survey saying that
protection of the environment should be a priority.
In that same South African Banker’s article in 2002, I mentioned
the kaleidoscope of changing economic fortunes in the region and
where uncertainty is about as positive as it gets. Yes, the region
does stand more firmly on its feet today, in both political and
economic terms, but whether the Brazilian Socialist Party’s
candidate will turn out to be a Silva bullet for her country’s
economic woes remains to be seen.
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