
 

Panama: 
The first hundred days 

of Juan Carlos Varela

SPECIAL REPORT

Panama, October 2014

BARCELONA    BOGOTÁ    BUENOS AIRES    LIMA    LISBOA    MADRID    MÉXICO    PANAMÁ    QUITO    RIO J    SÃO PAULO    SANTIAGO    STO DOMINGO



2

PANAMA: 
THE FIRST HUNDRED DAYS OF JUAN CARLOS VARELA

1. INTRODUCTION

2. THE RACE FOR TRANSPARENCY

3. GROWTH, DEFICIT AND COST 
OF LIVING

4. PEOPLE FIRST: A HUGE SOCIAL 
PROJECT

5. A NATIONAL ASSEMBLY 
WITHOUT MAJORITIES

6. CONCLUSION

AUTHORS

LLORENTE & CUENCA

1. INTRODUCTION

If there is a word that can describe the first hundred days of Juan 
Carlos Varela’s administration it is caution. For many people, this 
caution has created the perception of a slow government, one that 
thinks too much. On the other hand, there is a more positive reading: 
people claim that three months is not enough time in order to evaluate 
the presidential administration and that the most serious challenge the 
President has yet to face is to reestablish the country’s institutionality. 
More specifically, during the first quarter as the President of Panama, 
Varela continues focusing on the social approach he used during his 
election campaign, acknowledging that the current government’s 
investment plan will not be as aggressive as the one carried out during 
the last five years. Varela also affirms that millions will be allocated 
to water purification and treatment, an issue that has reached a 
critical level and on which the President recently requested technical 
cooperation from the US Environmental Protection Agency to monitor 
drinkable water quality in the country. 

Varela has also made it clear that he will continue investing in 
infrastructure by confirming the construction of the second and third 
Metro lines. The third line entails building the fourth bridge over the 
canal and could be the biggest investment of his administration. It 
is estimated that the third line might cost up to 3 billion dollars. In 
addition, Varela promised to carry out the urban enhancement project 
of Colon: a complete transformation of one of the provinces with 
highest economic and social deficiencies in Panama.

Varela’s Cabinet has been characterized by its discretion and caution in 
relation to public exposure. Some of the appointed authorities hold a 
political post for their first time and this is expected to play in their favor. 
The designated people are experts who prioritize technical knowledge 
and understanding rather than political goals. The administration has 
tried to strengthen this vocation for public service, for example, with 
gestures such as holding Cabinet meetings outside of the Presidential 
Palace in order to get closer to the people.

After the electoral battle that was labeled as the most heated, 
expensive and longest in the republican history of Panama, Juan 
Carlos Varela, after a hundred days of government, still has an 80% 
approval rating, a fall of 9 points compared to the results of August 
2014, according to a recent survey carried out by Ditcher & Neira.
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“The World Bank has 
already  pointed it 

out: Panama will close  
out 2014 with the 

highest  growth rate of 
the region”

The President must prove that his 
slow and reflexive style does not 
necessarily imply slow execution 
capability, the most important 
legacy of Martinelli’s administration 
and current focus of comparison 
between both politicians. 

2. THE RACE FOR TRANS-
PARENCY

The electoral battle of 2014 
had the highest number of 
presidential candidates in recent 
history. It was seven the number 
of Panamanians that tried to get 
the electorate’s support in the 
heated debates and all agreed 
on the need to strengthen 
the institutions and make the 
government administration more 
transparent. This has become 
the cornerstone of the President 
and his Cabinet and the public 
opinion agrees to a certain 
extent: 53% of the population 
expect that public corruption 
cases will be investigated 
while 42% remains skeptical, 
according to the survey carried 
out by Ditcher & Neira.
 
The National Assembly, recently 
elected as well, and which is 
currently fighting its own internal 
battle to build political consensus as 
there is no majority, has launched a 
crusade against corruption. In this 
regard, the accounting request 
issued to the General Comptroller 
of the Republic stands out. The 
GCR had to refute allegations of 
embezzlement, as it was accused 
of allowing additional spending 
in several infrastructure projects 
carried out by the previous 
administration. At the moment, 

20 challenge cases against the 
Electoral Tribunal regarding 
members elected on 4 May remain 
open, a rather negative scenario in 
which to seek consensus.

There also are sectors that argue 
that transparency is being used to 
question the adequacy of projects 
and contracts inherited from the 
previous government.

Important concessions and projects 
have been severely regulated so 
as to “put the house in order”. 
Nonetheless, no investigation 
regarding highest-ranking officials 
of the previous administration has 
been made public for the moment.

On the other hand, the fight against 
corruption has been marred by 
the accusations of nepotism. If 
we take a look at the Corruption 
Perception Index carried out by 
the International Transparency 
Organization, we can observe that 
Panama has fallen from 38 points in 
2012 to 35 in 2013, which translates 
into a drop of almost 20 positions in 
the global ranking (83 to 102).

3. GROWTH, DEFICIT AND 
COST OF LIVING

The World Bank has already 
pointed it out: Panama will close 
out the year with a 7% growth 
rate, the highest of the region. 
Analysts welcome this figure, 
since according to their opinion, 
single-digit sustained growth 
is better for the economy than 
double-digit growth during short 
periods of time, as occurred in 
2011 and 2012. At the same time, 
the government sees holes in the 
budget and believes there is a 

Juan Carlos Varela and ex-President Ricardo Marti-
nelli meet publicly for the first time in a long time, 
during the recent opening of the Biomuseum of Pa-
nama. Photograph: Diario La Prensa. 
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“In 2012, the debt 
accounted for 42.62% 

of the GDP, 1.17% 
less than the previous 
year and far from the 

66% it amounted 
in 2005”

need to reduce spending in order 
to generate savings to offset an 
impending lack of resources.

The current government has 
pointed out that the Martinelli 
administration allocated the 
budgets of 2014 and 2015 due to 
their signing of turnkey contracts 
for important infrastructure 
projects. Despite of this fact, 
it cannot be forgotten that 
borrowing capacity is still 
positive thanks to the reduction 
it has experienced during the 
last years in relation to the GDP. 
Therefore, the trend of the last 
two years remains unaltered. 
In 2012, the debt accounted for 
42.62% of the GDP, 1.17% less 
than the previous year and far 
from the 66% it amounted in 
2005. Regarding competitiveness, 
the study carried out by the 
World Economic Forum shows 
that Panama maintains the same 
position (40th) with a slightly 
worse score (4.50 vs 4.49 in 2013). 

The great economic measure 
announced in the campaign, 
known as “emergency price 
control”, has increased the 
number of detractors during its 
application. Leading voices in the 
business and commercial sectors 
and consumers themselves 
argue that this measure has only 
discouraged field production 
and created uneasiness among 
consumers who complain 
about not finding the regulated 
products in the establishments 
they usually go to. However, 
the government claims that this 
price control reduced inflation 
of basic foods by 2% since its 
implementation.

However, uncertainty is still a 
problem in the Colon Free Trade 
Zone. The political situation of 
Venezuela, the debts that the 
businessmen of this zone hold 
against Panamanians and the 
custom tariffs that Colombia 
applies on footwear and textiles 
(situation reported by Panama to 
the WTO) have entailed a drop 
in sales. The credit level has 
dropped by 7.4% and over 4.000 
jobs have been lost, according to 
the Free Zone Users Association. 
For this reason, the Panamanian 
free port has implemented an 
aggressive diversification project 
with businessmen of other 
latitudes in the region.

Nevertheless, in recent statements, 
both the President and his Cabinet 
reaffirmed that the economic 
situation will not stop the strength 
of the social change; ultimately, 
the main objective of Juan Carlos 
Varela’s project.

1. PACT FOR LIFE AND FAMILY.

2. PACT FOR ELECTORAL ETHIC.

3. PACT FOR HEALTH.

4. PACT FOR THE SOCIAL INCLUSION OF DISABLED PEOPLE.

5. IV WOMEN PACT, DEVELOPMENT END EQUITY.

6. PACT FOR CHILDHOOD AND ADOLESCENCE.

7. PACT AGAINST RACIAL DISCRIMINATION.

8. PACT FOR THE INDIGENOUS PEOPLE.

9. PACT FOR THE DEVELOPMENT AND STRENGTHENING OF DEMOCRACY.

10. COMMITMENT FOR A LAW REGARDING YOUNG PARTICIPATION.

During his campaign, Juan Carlos Varela signed ten agreements with sectors of civil society to 
establish his social agenda. 
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4. PEOPLE FIRST: A HUGE 
SOCIAL PROJECT

In his recent speech in front of 
the General Assembly of the 
United Nations in New York, 
Juan Carlos Varela addressed his 
wish to be remembered for his 
social legacy. He stressed that 
he believes politics must focus 
on social issues.

The President is committed to social 
justice, while seeking to strengthen 
democracy and institutions.

For Varela, social transformation 
implies enhancing the living 
conditions in Panama by 
increasing the development 
opportunities generated in the 
country. The social agenda has 
two priority points mentioned 
in the President’s speech before 
the UN.

The main priority is achieving a 
complete reorganization in the 
public education system and 
in that respect, the main focus 
will lie on adapting the school 
facilities and employing well-
trained teachers that can offer 
a solid bilingual education. The 
organization Education First (EF) 
recently published its annual 
country education ranking 
which also reflected their 
English knowledge. Panama is 
ranked 56th out of 60, just over 
Kazakhstan, Algeria, Saudi Arabia 
and Iraq. A different envisaged 
option is the implementation of 
a social protection system which 
facilitates the secondary school 
students to finish their studies 
and, for university students, 

offers them the chance to work 
in key economic sectors for 
Panama, such as the logistic or 
touristic sectors. 

The second priority entails the 
enhancement of the health care 
system, also related to a key point 
in the country: the sanitation of 
Panamanian waters. It is intended 
to unify the public health system 
and invest in health prevention 
programs by providing better 
medical care and quality drugs.

The government has promised to 
allocate resources to provide the 
country an optimal basic health 
service, which includes water 
systems, sewers and water and 
solid waste treatment plants.

A third issue, as important as the 
aforementioned ones, is safety. 
Varela has promised to confront 
organized crime and apply social 
projects to reintegrate minors 
into society who were part of 
criminal gangs in impoverished 
neighborhoods. According to the 
poll carried out by Dichter & 
Neira, 53% of the Panamanians 
hopes that the current President 
will be able to reduce crime rates, 
especially the ones linked to 
organized crime.

To sum up, Varela has a huge 
social project in his hands. 
Traditionally, health and 
education sectors are areas in 
which much time is required in 
order to appreciate any kind of 
development. But the President 
has been consistent in this regard 
and has a strong commitment 
towards social justice.

“The main priority 
is achieving 
a complete 

reorganization 
in the public 

education system”

Adolfo Valderrama, the man in white, with 
Juan Carlos Varela. He is the first President of 
the National Assembly elected unanimously.
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“Conciliation seems to 
be the characteristic 

that will define the 
current administration’s 

way of governing”

5. A NATIONAL ASSEMBLY 
WITHOUT MAJORITIES

Conciliation seems to be the 
characteristic that will define 
the current administration’s 
way of governing. The political 
will to leave differences behind 
might favor the speed at which 
consensus shall be reached in 
order to pass new laws, especially 
given that the Assembly has an 
opposing majority.

The dominant political force is 
the alliance between the ruling 
party Democratic Change (CD) 
and the Nationalist Republican 
Liberal Movement (Molirena) with 
20 members. They are followed 
by the Democratic Revolutionary 
Party (PRD) with 25 and the 
Panamanian Party with 12, an 
independent member and a 
member of the Popular Party, 
which makes a total of 56 elected 
deputies. 20 cases of challenges 
of elected representatives are 
yet to be resolved. In Panama 
the approval of new laws and 
appointment of strategic public 
posts, such as the case of the 
Republic Prosecutor, requires the 
approval by a majority of the 
Assembly, which accounts for 36 + 
1 votes.

It should also be noted that the 
first hundred days of the legislative 
body have been surrounded by 
scandal. After the new director 
for the National Help Program 
(PAN) had taken office, new 
claims regarding political use of 
institutional funds were made. In 
this institution, whose main task is 
to allocate financial resources to 
implement social projects, some 

donations to defray particular 
projects of reelected deputies 
were discovered. 

The National Assembly faces the 
task of enhancing the image of 
this institution, which according 
to the electorate, does neither 
protect the interest nor the 
social welfare of the people 
who gave them the opportunity 
to legislate. The population 
expects from this institution 
to act in a limited manner, 
cooperate harmoniously with the 
other branches of government, 
as established in the National 
Constitution. The elected 
government promised to avoid 
acting intrusively and citizens 
hope for a decentralized modus 
operandi by the public powers. 

6. CONCLUSIONS

President Varela has shown 
that he is willing to avoid any 
unnecessary confrontation. 
Members of his Cabinet consider 
that the main achievement 
of the last three months was 
implementing the bases to lead 
the country in a different way.

Management regarding education 
reorganization has also 
received positive feedback. The 
government has been described 
as slow for two reasons: 1) the 
President has certainly taken 
his time to fully understand the 
situation of the country and 
take the most correct decisions 
and 2) there are sectors that 
are expecting immediate action 
regarding corruption and, since 
no imminent answer has been 
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given, they are starting to 
demand an answer.

The National Assembly slowly 
needs to accept more naturally 
a dialogue between opposite 
parties. President Varela does 
not skimp on efforts to meet with 
opposite members of the Assembly 
and this, rather than being seen 
as a political tactic, should 
be considered as the style of 
government that the government 
wants to implement in Panama: 
an active dialogue between 
government and opposition.

During the coming months, 
Panamanian people will witness 
what kind of government this 
will be and the true management 
capability of President Juan 
Carlos Varela, who has promised 
prioritizing people’s needs, but 
lacks the legislative majority 
to fulfill these promises. 
Therefore, he will need to cling 
to a conciliatory approach to face 
many of the unsatisfied basic 
needs of Panamanians. This path 
will have to be followed in order 
to approve major projects and 
fulfill campaign promises. 

“Panamanian people will 
witness what kind of 

government this will be 
and the true management 

capability of President 
Juan Carlos Varela”
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